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Welcome

Welcome
What price Trumponomics?
As 2017 gets into its stride
the reverberations from the
shocks of last year remain
at the forefront of our
minds. As the miles of media
speculation have revealed, it’s not just the US and the UK
that face uncertainty in the months ahead – President Donald
Trump’s election rhetoric suggested his protectionist policies
could upset any number of other economies around the
world, including vulnerable emerging markets.
In our feature on page 16, we look at how these economies
might be affected and ask whether ‘Trumponomics’ might
ultimately prove less damaging for some than many experts have
assumed. Trump is not the only politician with bold ambitions;
India’s prime minister Narendra Modi introduced a controversial
demonetisation initiative late last year in a bid to cut corruption
and tax evasion. The potential benefits are great but will the
experiment backfire? Find out more on page 33.
In this month’s big interview we speak to Paula Kensington,
CFO and COO Australia and New Zealand at flexible workplace
provider Regus. Kensington has set herself a challenge of
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her own: to become a CEO by the age of 50. On page 12
she discusses her approach to her career and explains why
networking is so important in business.
Elena Laktionova, CFO of Toronto-based Redpath Sugar,
is another woman who’s not afraid of a challenge. Coming to
Canada with virtually no English, she has built a career on the
back of her ACCA Qualification, culminating in the successful
redesign of the finance function at a major sugar refiner. You can
read her story on page 58. Elsewhere, we examine the challenges
facing Africa’s vibrant startups (page 30).
In a fascinating interview with ACCA’s strategic partner Chartered
Accountants ANZ, former UN secretary-general Kofi Annan gives his
view on what has given rise to such phenomena as the Brexit vote
and the election of Trump; he also talks about the role professionals
should be playing in influencing companies’ governance (page 38).
Finally, I would like to introduce myself. As the new
international editor of Accounting and Business, I look forward to
sharing interesting and diverse topics with you in the future!
Annabella Gabb, international editor
annabella.gabb@accaglobal.com
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► Close encounters
MEPs have called for
comprehensive rules
for how humans will
interact with artificial
intelligence and robots,
in what they call the new
industrial revolution

▲ Room with a view
Portuguese properties
that benefit from sea
views could be liable
for a 20% increase in
property tax under
reforms pushed through
by the government

▼ Switched on

Solar and battery microgrids, which can support
a whole village, feature
in the Global Cleantech
100 Ones to Watch list

▲ Paws for thought
The United Arab
Emirates has banned
the private ownership
and trade of wild and
dangerous animals.
Contravention could
lead to a jail sentence
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▼ Big bird

Ahead of taking
office US president
Donald Trump was
reimagined in avian
form to help usher in
the Year of the Rooster
in Taiyuan, China

▼ Latecomer

Hamburg’s €789m
Elbphilharmonie concert
hall, designed by Swiss
architects Herzog & de
Meuron, is finally finished
– seven years late and 10
times over budget

▼ Turning the tide

A proposed £1.3bn tidal
energy lagoon, located
in Wales’s Swansea Bay,
stands to be a world
first after being backed
by a UK governmentcommissioned review
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News roundup

This edition’s stories and infographics from across the globe, as well as a look at the
latest developments and issues affecting the finance profession
India pushes on

Tax break targets women

India’s prime minister
Narendra Modi has claimed
the country is making
progress in its attack on
untaxed income. In a New
Year address, Modi thanked
India’s population for cooperating with the withdrawal
of the old 500 and 1,000
rupee notes. He said that
he recognised the shortage
of high-value bank notes
had caused difficulties but
claimed that untaxed wealth,
corruption and counterfeit
notes are ‘even more
troublesome’. One of Modi’s
economic advisers warned
that the disruption to normal
cash trades will continue until
at least March.

Japan is launching income
tax reforms to encourage
more women to engage
in paid work. The country
has too few workers for the
needs of its economy. As
part of the ‘drastic change’
required to address Japan’s
ageing population, the
finance ministry has raised
the tax threshold for a
dependent spouse from
¥1.03m (US$9,033) to ¥1.5m
(US$13,154). Until now,
many women had limited
their earnings to ¥1.03m to
take advantage of generous
dependent spouse tax
deductions. Analysts have
warned that to be effective,
the move needs to be backed
by more childcare provision.

Data concern
Half of India’s CFOs are
concerned about the impact
of data on their corporate
reporting, finds an EY
survey. According to How
can reporting catch up with
an accelerating world? this
level of concern in India
represents twice the global
average recorded by EY.
The survey shows that Indian
companies are particularly
burdened by technology
challenges related to
corporate reporting because
of out-of-date IT systems.

Cofco buy faces probe
Chinese food trading group
Cofco is reported to be
dealing with an accounting
failure in its Dutch associate
company Nidera. A loss of
US$150m was apparently
concealed from the accounts
of Nidera’s Brazilian operation.
In 2014, shortly after Cofco
bought a 51% stake in the
company, Nidera reported
that US$200m had been
lost through unauthorised
biofuels trades. Cofco is
backed by the Chinese state

and was in the process of
completing the acquisition of
Nidera when the latest losses
were reportedly uncovered.
Attempts to contact Cofco
were unsuccessful.

China CFOs ‘pessimistic’
CFOs in China are pessimistic
about the country’s economic
prospects, with expectations
of continued falls in growth
rates and rising debt levels,
according to Deloitte China’s
latest CFO Survey. Particular
concern was expressed about
the fall in the value of the
renminbi, which has negatively
affected importers. However,
the latest EY Global IPO
Trends reported a steady
growth in IPO deals in China
during the year. EY found a
loss in entrepreneurial and
investor confidence globally
during 2016, with a 16% fall in
IPOs worldwide.

State transparency vital
Governments and public sector
auditors must make financial
reports easier to understand,
argues the International
Budget Partnership (IBP). Its
report How Does Civil Society
Use Budget Information?
found what it termed a ‘fiscal
transparency effectiveness
gap’ between the financial
information provided by

All change at IFAC
Rachel Grimes has been elected president of the
International Federation of Accountants (IFAC). She is CFO
of group technology finance at Australian financial services
company Westpac and was previously with PwC. Grimes takes
over from Olivia Kirtley, who was IFAC’s first female president.
In-Ki Joo of South Korea, an accounting professor, is IFAC’s
new deputy president.

governments and that needed
by civil service organisations
for analysis and advocacy.
Governments and public body
auditors need to make financial
reporting more detailed and
easily understood to improve
citizen engagement and
oversight and to strengthen
accountability, says the IBP.

FEE rebrands
FEE – the Federation of
European Accountants – has
rebranded, renaming itself
Accountancy Europe. The
rebranding marked the 30th
anniversary of the organisation
last December, with moves
to a new name, website and
philosophy. Chief executive
Olivier Boutellis-Taft said:
‘Professional accountants
deliver expertise to businesses
of all sizes, policymakers
and civil society. They bring
the trust, integrity and
transparency that make
economies sustainable.
Accountancy Europe speaks for
almost one million professional
accountants in Europe and
helps them look ahead and
respond to the challenges of
today and tomorrow.’

More women at S&P 500
Women represent a growing
proportion of S&P 500 board
membership, according to
the 2016 Spencer Stuart
Board Index. Some 32% of
independent directors now
are women – the largest
proportion since the index
was initiated in 1998. The
increase has been assisted
by the number of first-time
independent directors – up
from 26% in 2015 to 32%
last year. However, the
latest study also found a
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reduction in board turnover,
with companies increasingly
concerned about continuity.

Commodity price fallout
The crash in commodity prices
has seriously damaged the
economies of the world’s
least developed countries,
particularly in Africa, according
to the United Nations
Conference on Trade and
Development (UNCTAD).
‘Following several years of
apparent resilience to the
international economic and
financial crisis, economic
growth in the least developed
countries has declined steeply
since 2012, reaching a low
of 3.6% in 2015,’ concludes
UNCTAD’s Least Developed
Countries Report 2016.

Kenya assists Botswana
Botswana is receiving tax
collection assistance from
Kenyan officials as part of a
programme launched by Tax
Inspectors Without Borders
(TIWB). The Kenya Revenue
Authority has begun to
support the Botswana Unified
Revenue Service. While
Botswana has successful
export commodity industries
including diamonds and
copper, it has struggled to
collect tax revenues. This
is the first instance of help
provided under TIWB, but
more schemes are planned
with support from the OECD
and the United Nations
Development Programme.

EU VAT rules to simplify
Large transactions within the
EU could be made VAT-free
under proposals published by
the European Commission.
The move would make EU VAT
rules similar to those for sales
tax in the US and reduce the
scope for VAT fraud. Under
the proposals, transactions
between businesses of more
than €10,000 would become
exempt, with VAT levied only
on the final consumer. Largescale VAT fraud is estimated

to cost EU member states
in the region of €160bn a
year. Pressure to take action
against it has been led by the
Czech Republic.

Reach magazine

Integration essential

Articles on a range of current issues highlight the common
challenges facing professional accountants across the
world, whatever their role.

Companies should integrate
their risk management in
response to the threat of
climate change, concludes
the Financial Stability Board
Task Force on Climate-Related
Financial Disclosures, chaired
by Michael Bloomberg. The
findings were welcomed by
the International Integrated
Reporting Council (IIRC), which
was consulted as part of the
research. ‘The IIRC believes
implementation of the Task
Force recommendations can be
a major step towards ending
the fragmented approach to
the management, measurement
and disclosure of climaterelated financial risks,’ said IIRC
chief executive Richard Howitt.

ECJ rules on state aid
Tax benefits available only
to multinationals and which
reduce the overall tax take
can represent unlawful state
aid in breach of EU rules, the
European Court of Justice has
confirmed. The judgment – in
the World Duty Free Group
case – is likely to limit the
scope for member states
to provide preferential tax
treatment for multinationals.
It is likely to support the
European Commission’s
decision that Ireland’s tax
agreement with Apple
represents illegal state aid.

EC under fire over VW
The European Commission
has been slammed by
the European Parliament
for alleged failures in not
preventing the Volkswagen
diesel emissions scandal.
The parliament claims
that the commission was
responsible for negligence
and maladministration. Its
draft report, which has yet
to be approved, claims that

Reach magazine marks the launch of the strategic alliance
between ACCA and Chartered Accountants ANZ.

Get the Reach magazine app for:
* iPhone or iPad
* Android
* Kindle
Or read Reach online at accaglobal.com/alliance
EU emissions rules were not
properly enforced in some
member states, that evidence
of emissions irregularities
was disregarded and that
real-world testing of emissions
should have been used. The
commission declined to
comment.

Get ready for GCC VAT
VAT adoption by Gulf Cooperation Council states will
raise annual revenues in excess
of US$25bn, calculates EY. A
5% VAT rate will be in place
in 2018. Both EY and Deloitte
are warning that the move
will have significant business
impacts. Sherif El-Kilany, EY’s
MENA tax leader, said it ‘may
require several months’ to
integrate VAT functionality into
corporate systems. Nauman
Ahmed, Middle East tax leader
at Deloitte, suggested that the
tax and regulatory changes
are ‘game changers as the
economies are adapting to the
reality of the fall in oil prices’.

(See also ‘VAT in the UAE’ on
page 52.)

Iran may publish accounts
Iran is poised to publish
financial accounts for all
government bodies. President
Hassan Rouhani tweeted:
‘The government is ready to
set up a data centre to make
all its income and expenses
accounts transparent, as long
as the judiciary agrees to make
all its accounts transparent,
too.’ The tweet is part of a
dispute between Rouhani
and the head of the Iranian
judiciary, Sadegh Larijani,
who claimed that a billionaire
had financed the president’s
election campaign in 2013.

Going for gold (and silver)
Islamic finance is making
greater use of gold and silver
following the adoption of
new standards published by
the Accounting and Auditing
Organization for Islamic
Financial Institutions. The

»
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standards have clarified the
permitted use of precious
metals under sharia law.
Although the standards were
adopted only late last year,
new securitised products have
already been launched.

UAE’s sharia slowdown
Islamic finance growth slowed
last year in the UAE, reports
Fitch Ratings. Despite this,
the increase in Islamic finance
activity was greater than in
the traditional banking sector.
Islamic finance in the UAE
has benefited from enhanced
recognition of Islamic finance
and wider adoption of sharia
products, especially in retail,
says Fitch. It warns that Islamic
banking is more vulnerable
than conventional finance
because of its higher exposure
to retail finance, including
property mortgages.

Deutsche Bank settles
Deutsche Bank has agreed to
settle the US Department of
Justice (DoJ) case against it for
the sale of mortgage-backed
securities. It will pay a fine of
US$3.1bn, plus US$4.1bn in
redress to clients. This is much
less than the US$14bn the
DoJ had initially sought, which
had led to fears that Deutsche
Bank was insufficiently
capitalised. Barclays Bank is
being sued by the DoJ, having
failed to reach an agreement
on financial penalties in
relation to similar complaints.

Deloitte expands
Deloitte Middle East has
recruited 700 extra people in
the last year, while admitting
35 new partners, directors
and principals. Global CEO
Punit Renjen said: ‘The
Middle East is a critical
part of Deloitte’s network,
and its growth reflects the
investments we’re making to
deliver innovative solutions
that help clients succeed not
only within this region but
around the world.’ Deloitte is
also expanding in Australia,

Reasons to be cheerful?
Business leaders globally are more confident
about the economy, according to Grant
Thornton’s latest quarterly survey. In the US,
optimism has increased from 43% to 54%.

38%

of global businesses
are optimistic about
the economy

16%

of global businesses
expect to increase
exports in 2017

Source: Grant Thornton
International Business Report

through the establishment of
a new consulting practice in
Western Sydney.

Censure from PCAOB
Deloitte’s member firm in
the Netherlands has been
censured by the US Public
Companies Accounting
Oversight Board and
fined US$300,000. The
PCAOB found that Deloitte
Netherlands violated rules
and standards on quality
control and independence in
relation to its audits of Dutch
companies RBS Holdings and
Reed Elsevier. The PCAOB
concluded that Deloitte
breached independence rules
through the spouse of its then
CEO Piet Hein Meeter owning
shares in the two companies
through a Dutch family
foundation trust. Deloitte
Netherlands did not respond
to a request for comment.

Deloitte in telco row
Deloitte has been pulled into
a dispute over the award in
Mexico of the contract for the
Red Compartida broadband
network to sole bidder
Altan. Brett Haan, a Deloitte

Consulting principal who was
advising Mexico’s department
of telecoms, reportedly
stated in a deposition
obtained in December by
Rivada Networks, a rival
telco ruled out for failing to
lodge a $55m bond, that the
contract award was ‘illegal’.
Altan has strongly denied all
allegations of wrongdoing
and the department insists
the processes were correct
and lawful. Deloitte did not
respond to a request for
comment.

KPMG grows revenues
KPMG International grew
its global revenues by 8%
to US$25.42bn in the year
ending 30 September 2016.
The network hired more
than 37,000 new graduates
and professionals, taking
its global headcount to
189,000; recruited 300 new
partners; and promoted 600
people internally as partners.
Revenues grew by 9.8% in
the Asia-Pacific region to
US$4.06bn; by 9.6% in the
Americas to US$10.02bn; and
by 6.0% to US$11.34bn in
EMA. Audit was the network’s

largest function, growing by
4.5% to US$10.12bn, followed
by advisory, which grew by
11.5% to US$9.74bn, and tax,
where revenues rose by 8.8%
to US$5.56bn.

BDO boost
BDO has reported global
revenues of US$7.6bn in the
year ending 30 September
2016, an increase of 8%.
Workforce numbers grew to
more than 67,000. Revenues
at BDO USA rose by 23%
to US$1.29bn (for the year
ending 30 June 2016), aided
by acquisitions in San Diego,
Boston, Salt Lake City, New
York and South Florida.

Honour for Lelliott
John Lelliott FCCA received
an MBE in the UK’s New Year
Honours list for services to the
Crown Estate – which runs The
Queen’s land and property
– and for tax policy. Until last
year Lelliott was CFO of the
Crown Estate; among his
current roles, he is chair of the
Natural Capital Coalition. ■
Compiled by Paul Gosling,
journalist
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‘You don’t need
to have all
the answers.
It is about
surrounding
yourself with
people who can
help you’
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Eyes on the prize

As CFO and COO Australia and New Zealand of flexible workplace provider Regus,
Paula Kensington FCCA has come a long way – and has her sights set on the top job

I

n many ways Paula Kensington could be seen as
a ‘minority’: a senior woman in what is still a maleheavy profession, with a CV that shows she has switched
sectors; a Brit carving out a career in Australia; and an awardwinning CFO who has never been to university. She is also
forward-thinking – consciously developing her own brand
through judicious use of coaching, networks and social media.
Her response to such analysis? ‘I think it’s a good idea to
say yes more often and get scared more often,’ she says. Her
achievements are all the more remarkable against a backdrop of
tragedy in her personal life, which would have placed the career
hopes of a lesser person on hold.
Perhaps, though, she did have two advantages. The first
was insight into the accountancy world – both her father and
brother are ACCA-qualified, so maybe there is something in the
blood. The second is that her first finance role was at a printing
company, a sector where women were more likely to be adorning
calendars next to the presses rather than making decisions in the
finance team. Prosper there and you could do so anywhere.
It was 10 years ago, when CFO at KeyCorp (see box) in
Australia, that Kensington really discovered the power of the
network. ‘You don’t need to have all the answers,’ she says. ‘It is
about surrounding yourself with people who can help you.’ One
network she discovered was ACCA. ‘Everyone in London knew
ACCA, but it wasn’t so renowned in Australia, and that’s when I
realised I needed to do something about it.’
She joined the ACCA ANZ Network Panel and is now chair.
‘We’re 12 volunteers, but I want to look back and say we’ve made
a difference. We need targets just like an ordinary business’ – such
as posting regularly on the ACCA Australia and New Zealand
LinkedIn group with its 1,190 members. ‘Each of us posting once a
month isn’t onerous, nor is posting details of networking events,’
she says. ‘They are simple measures of success.’
Being named CFO of the Year at Thomson Reuters’ 2013 Tax
& Accounting Excellence Awards, Kensington was determined
to leverage that success. ‘Every January I ask myself what I want
to do this year.’ One of the answers was to become a CEO, so
she has created her pathway to this objective. While statistics
on CFOs becoming CEO vary, none of the figures from around
the world is reassuringly high; this step will be no mean feat.
After carrying out a personal SWOT (strengths, weaknesses,
opportunities and threats) analysis and deciding communication
was a weakness, she enrolled on a communication course at a
Sydney university, which covered rhetoric and storytelling. ‘As
CFO I am the communicator between the board, stakeholders,
the business,’ she says.

In her 30s, after a career based in
London working as group accountant
for Polestar and Chubb, Kensington
decided to travel. Arriving in Australia
in 2007, she was so struck by the
beauty, space and the relaxed pace of
life that she applied for her skills visa
to stay in the country. She was back in London for only a
few weeks before she gained the right to return.
She found a short-term contract job with payment
provider KeyCorp. No sooner had Kensington arrived than
‘the wheels fell off the company’, with a banking covenant
breach prompting CFO, CEO and chairman to depart
and Kensington to be offered the financial controller role.
Within 12 months of building a new team, she stepped up
to CFO. ‘It felt like the loneliest time, like being on top of
the iceberg with no one to help you,’ she recalls.
After KeyCorp had been partly sold and the rest reorganised, Kensington looked for a new role. She then
suffered a double blow: her partner died suddenly in 2010.
Happily, she subsequently married, on the 12th day of the
12th month 2012.
She joined fintech start-up Rubik Financial as CFO,
where she was named CFO of the Year in the Thomson
Reuters Tax & Accounting Excellence Awards, in
recognition of her role in turning around the loss-making
quoted company, transforming the share price from
4 cents on arrival to 53 cents a share. In growing the
business, implementing a robust financial system and
creating the finance function, she says that working with
her finance team she had achieved a lot. ‘It is important to
have that third-party recognition,’ she says.

CV

Inspiration for others
As well as communication, Kensington sees the CEO role as
being about leadership and providing inspiration for others. So
she has hired – at her own personal cost – a virtual assistant to
put her brand onto social media. ‘My LinkedIn profile is twodimensional. If people want to know me and my values they
can read my blog. I write personally about what happens in my
professional career.’ For instance, she has written about being
bullied at work.
As well as the forthright blogs, other strategic steps include
speaking at conferences at least once a quarter and aiming
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twice a year for press coverage (so this article is another tick on
the list).
Her aims explain her current role as CFO at Regus, which
includes COO work. ‘Knowing what goes on at the coalface
is going to help to get me to a CEO role,’ she says. Further
research told Kensington that exposure across multiple functions
increased the likelihood of making it to CEO. Her current role
has ‘lifted the blinkers’, as she currently has 12 sales people

reporting to her. As a leader she’s determined to sit down with
them and help them get to where they want to be. ‘I’m going to
get a better outcome than if I just asked them if they had met
their KPIs [key performance indicators],’ she says.
Leadership for Kensington is about being the best she can
be and helping others to do likewise. ‘That is my purpose. I work
with a business coach; she spent 12 months trying to get me to
articulate my purpose and I became frustrated and wanted to
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With the whole nature of work
changing, Regus has moved from
the serviced office model towards
helping businesses work flexibly.
‘Rather than taking a large space
for, say, seven years, companies
can operate more flexibly, taking
smaller space for a shorter time near where their
employees need to be,’ Paula Kensington says. ‘That
idea is disrupting the traditional premises strategy of
just signing the next long, expensive lease, which got us
to this point.’ Her role at Regus is telling that disruption
story and bringing on an entry-level cohort of managers
and leaders.
Regus is headquartered in the UK, so it needs
presence in Australia. Kensington’s finance team is an
outsourced operation based in the Philippines.

Basics

move on.’ The coach argued that once Kensington knew her
purpose everything else would fall into place. People know in
their heart what their purpose is,’ says Kensington. ‘Losing my
partner seven years ago showed me the fragility of life and that
it is a gift. And we should live each moment as if it were our last.
That doesn’t stop me running around like a headless chicken, but
some people don’t realise this until they are on their deathbed.’

*
*

*
*

‘We all did our best to kill each other’
She makes little of gender differences, perhaps because of her
two brothers. (‘We all did our best to kill each other when we
were kids.’) As part of her personal development, she is involved
with a ‘workplace-ready’ scheme at Macquarie University in
Sydney, where industry partners talk to accountancy students
about life as a CFO. ‘Both male and female students ask me how
to become more confident, so I don’t believe that is a gender
issue,’ she says. ‘But I do think that being female can help in the
battle of egos. I will get what I want but do so in a softer way.’
When first in Australia, Kensington took up singing again.
As part of her singing exams she performed in a park in Sydney.
‘I was scared but I thought: what was the worst that could
happen? Someone thinks me an idiot. Big deal.’ Her advice
is to find mentors away from work who can hold up a mirror
to weaknesses and offer diversity by being from different
professional backgrounds.
When going for a new job, she says the inner voice will
challenge her capability for the role, but Kensington says it is a
test of confidence to resist. ‘Don’t listen to that fear-based voice
that says you can’t do something.’
What about her 2017 personal targets? She wants to improve
on influencing; she reckons that, as CFO, she may have influence
due to her title rather than authentic leadership. She wants to
ensure that is not the case.
And there is the drive for the CEO role. One recent
networking lunch involved Kensington meeting with six

*

‘I left school at 16 with the only
clarity that I did not want to be an
accountant.’

Tips

Wanting to be financially selfsufficient, Paula Kensington’s first
job after leaving school was in
retail but it didn’t match her expectations of a dream
job, so a career in accounting didn’t seem such a bad
idea. ‘ACCA gave me an opportunity without having
a degree,’ she says. ‘I have been embarrassed by and
silent on my lack of a degree for most of my career. I
felt it wasn’t going to get me places. But now I have
got places I realise I should be proud to have got there
without the normal pathway.’

She has ‘bottled the moment’ when she read the letter
from ACCA that informed her she had passed her
exams. She says: ‘It was at that moment that I thought I
could do anything,’ she says.
She passed her ACCA exams while at printers Polestar
– a company at one time part of Robert Maxwell’s
British Printing Corporation – and in all spent nine
years there. Her career was helped both by the CFO
and the ACCA-qualified finance manager. ‘Being a big
fish in a little pond gives you exposure to all sorts of
roles and situations.’
Of the ACCA CA ANZ tie-up, she says: ‘The strategic
alliance is an exciting opportunity for members of
both accounting bodies. In all great relationships there
needs to be a value exchange for both parties, and I
think this is true with ACCA and CA ANZ. It will bring
statutory recognition to ACCA members locally and
give CA ANZ members great opportunities across the
globe to enjoy the benefits of being a member of the
world’s largest accounting body.’

other women who all gave an elevator pitch. Kensington’s
centred around having greater clarity over why she wanted to be
CEO. ‘If my boss isn’t going to go any time soon, I need to look
for the next step,’ she says. ‘It would be too easy to do another
CFO role because that is what people know me for.’ Turning 50
in 2020, she aims to have made CEO before then, or at least
made a clear step towards it. ‘Being an accountant I’ve even put
it on a spreadsheet.’ ■
Peter Williams, journalist
For more information:
Read Paula Kensington’s blog at bit.ly/blog-pk
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Winners and losers

Despite new US president Donald Trump’s pre-election protectionist rhetoric, some
experts believe that emerging markets may not be as badly affected as initially expected

N

ew US president Donald Trump is fond of dividing
the world into winners and losers. In the wake of the
real-estate mogul’s unexpected election triumph,
economists and investors are starting to follow his example.
Much of the post-election analysis has focused on who will
win and who will lose from a Trump administration. So far,
many investors and economists are assuming that most
emerging nations will fit firmly into the second category.
‘Trump’s policies have the potential to harm emerging
markets in two main ways,’ explains Marc Chandler, global
head of currency strategy at Brown Brothers Harriman. ‘First, he
has accused top trading partners such as Mexico and China of
abusing their access to the US market and promised to clamp
down. Second, his pledge to ramp up
government spending and cut taxes
could lead to a stronger dollar and
higher borrowing costs – creating an
economic headwind for emerging
nations with large dollar debts.’
That helps explain why the Mexican
peso fell by a record 12% on the day
Trump’s victory was announced and why
a rally in emerging market stocks and
currencies that lasted through most of
2016 has gone swiftly into reverse. But
will Trump’s policies be as damaging
for emerging markets as some experts
suggest? And could his plans produce
winners as well as losers?
The first caveat is that Trump
is widely recognised as the most
enigmatic incoming president in
modern US history. ‘Economists have probably never had less
certainty about the direction a president-elect will take,’ says
Mark Calabria, a former senate aide and now an analyst at the
Cato Institute. ‘He is the first president since Dwight Eisenhower
in the 1950s to come to office having never held elected office
before. Added to this, many of his public pronouncements
during the campaign were contradictory.’ The net result, says
Calabria, is that there is a wide range of possible outcomes from
his term in office.
That said, any analysis of Trump’s likely impact on emerging
markets starts with trade. During his run for the White House,
Trump made a series of protectionist declarations. Much of his
ire was directed at Mexico and China, which along with Canada
are the US’s most important trading partners. (These two nations

together account for 35% of the value of US imports, excluding oil,
according to the US Census Bureau.) Trump characterised both
nations as threats to American workers. Mexican ‘sweatshops’, he
said, ‘undercut US workers’ while China manipulated its currency
and stole US trade secrets to gain an unfair advantage. Unless
both countries mend their ways, he said he would consider a 45%
tariff on Chinese trade and a 35% tariff on goods coming from
Mexico. He also said he would renegotiate the North American
Free Trade Agreement (Nafta), a 1994 accord that largely
eliminated tariffs between the US, Canada and Mexico.

Delicate economic balancing act
If Trump carried through on his protectionist agenda, Mexico
would be first in the line of fire. About
80% of Mexico’s exports end up in
the US, which accounts for around a
quarter of the nation’s GDP. Equally, a
trade war between the US and China
would have harmful consequences for
both nations and beyond. China has
been engaged in a delicate economic
balancing act, seeking to sustain a
growth rate of around 6.5% while also
cutting back on industrial overcapacity
and avoiding a debt bubble. This
is hard enough without the added
complication of a large increase in
tariffs from the US.
But some economists are taking
comfort from several assumptions. For
a start, several of the largest emerging
nations are not particularly vulnerable
to rising US protectionism. Exports to the US account for just
13% of foreign sales for Brazil and 15% for India. What’s more,
since both economies are more driven by domestic demand, US
sales account for less than 2% of GDP in both countries.
There is even some reason to believe that trade relations
with Russia could benefit from Trump’s election, potentially
leading to the lifting of US sanctions imposed against Russian
companies due to the conflict in Ukraine. During the campaign
Trump exchanged compliments with the Russian president,
with Trump calling Vladimir Putin a ‘strong leader’ while Putin
dubbed Trump ‘very talented’. And relations appear to have got
off to a good start since the election. A call between the two
leaders resulted in a commitment ‘to normalise relations and
pursue constructive cooperation on the broadest possible range

‘Economists
have probably
never had less
certainty about
the direction a
president-elect
will take’
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of issues’, according to a Kremlin statement.
This was reinforced after outgoing president
Barack Obama expelled 35 Russian diplomats in
December; Trump described Putin’s decision not
to retaliate as a ‘great move’.

‘Free but fair’?
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▲ Firm friends

annual basis. Invoking this long-neglected right
could give Trump the illusion of being tough but
without actually damaging trade.
Trump would have equally powerful incentives
to avoid an out-and-out trade confrontation with
China, the world’s second largest economy. ‘The
US imports nearly US$500bn in goods a year from
China, so a 45% tariff would put considerable
upward pressure on US inflation,’ says Mark Zandi, chief economist
at Moody’s. ‘US importers would not quickly find other sources to
replace Chinese imports and would have to pay more for them.
What’s more, it is almost certain that China would retaliate.’
With these assumptions in mind, Moody’s economists have
calculated that the tariffs Trump has threatened against China
and Mexico alone would boost the price of America’s imports by
approximately 15%, leading to a three percentage point increase
in consumer prices. Tit-for-tat trade measures would then slash
US goods exports by a quarter. So again, Trump may decide to
go for a symbolic win versus China without actually harming trade.
‘He could declare China a “currency manipulator”, without taking
additional concrete action to inhibit trade,’ Shearing suggests.
‘Given the configuration of US interest, I would not expect
any rush towards protectionism,’ says Chandler. ‘Assuming this
proves to be the case, emerging markets may not be as badly
affected as some have argued.’

The apparent friendship
between Russian president
Vladimir Putin and new US
president Donald Trump
suggests a positive future
trade relationship

More promising still, some economists doubt that
Trump will make good his broader protectionist threats against the
US’s top trading partners. Shortly after the election, one of Trump’s
economic advisers said that the president-elect believed in ‘freebut-fair’ trade, a departure from the virulently anti-trade rhetoric
of the campaign. That has fuelled hopes that once in office, he will
likely make rational calculations of national interest.
‘One reason to suspect that Trump might back away is that
Mexico has become so integrated into the supply chains of
US companies,’ says Neil Shearing, chief emerging markets
economist at Capital Economics. ‘In some cases goods will cross
the border six or seven times and up to 40% of the value of some
Mexican exports comes from the US.’ As a result, punitive tariffs
would arouse plenty of opposition from US companies that rely
on their southern neighbour.
It is possible that Trump will content himself with
symbolic victories. For example, a clause in the Nafta treaty
allows signatories to review the terms of the deal on an

»
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▲ Bad news
there would almost certainly be some pain.’ Peru
A second challenge, however, is that Trump’s
Donald Trump’s threat to
and Malaysia also look exposed.
domestic economic agenda will also create
slap a 35% tarriff on imports
But more broadly, the level of emerging
global headwinds. The real-estate developer
from Mexico has alarmed
market vulnerability to a higher dollar is lower
has promised a US$1 trillion infrastructure drive
the country, which relies on
than in recent decades. Capital Economics
along with large tax cuts both for individuals
its northern neighbour for
estimates that dollar debt is equivalent to around
and businesses. With the US economy already
80% of its foreign sales
10% to 25% of GDP for emerging nations overall,
growing steadily, such a stimulus programme
down from 60% to 80% in the 1990s.
could lift inflation and encourage the Federal Reserve to raise
Again, however, it is not clear whether the Trump stimulus
interest rates at a faster pace.
will live up to early expectations. A large share of the proposed
Meanwhile, higher US interest rates would put upward
infrastructure bonanza relies on private capital; of the US$1
pressure on the US dollar, a potential challenge for emerging
trillion promised, only US$140bn would come directly from the
nations with high levels of debt in the US currency. Markets have
Federal coffers. Instead, companies would be offered a tax
already started to adjust for this outcome, with the dollar rising
break of 82 cents for every dollar spent. That leaves open the
to its highest level in 13 years on a trade-weighted basis in the
possibility that companies will not stump up much net new cash,
weeks after Trump’s victory.
choosing instead to redirect currently planned spending towards
So how big a problem could this be? And which nations
subsidised projects. And while a Republican Congress is likely
would lose most? Among the most vulnerable emerging nations
to back tax cuts, fiscal conservatives may deliver a package that
is Turkey, where dollar debt is equal to around 50% of GDP,
is more modest than the Trump White House might desire. This,
according to an estimate by Capital Economics. ‘A good deal
too, could limit the downside for emerging nations.
of Turkish companies in emerging markets borrowed in dollars
‘It would be too complacent to say that Trump does not pose
rather than local currency, in order to take advantage of lower
risks for emerging nations,’ admits Chandler. ‘But they may not
borrowing cost,’ Shearing observes. ‘It is not totally clear how
end up being the big losers it’s currently assumed.’ ■
big a problem this could be for Turkey since we don’t know how
many corporate treasuries hedged their currency exposure, but
Christopher Fitzgerald and Fernando Florez, journalists
Domestic economic agenda
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Comment | Ramona Dzinkowski

3TG’s toxic cocktail

In forcing companies to lift the lid on 3TG sourcing, the EU would do well to consider the
troubling experience of conflict minerals due diligence in the US, says Ramona Dzinkowski

Ramona Dzinkowski is a
Canadian economist and
editor-in-chief of
the Sustainable
Accounting Review
In November 2016, the European
Parliament and the European
Commission agreed draft legislation
on how to regulate conflict minerals
disclosure. They decided that all but
the smallest EU importers of tungsten,
tantalum, tin and gold (known as 3TG)
and their ores will have to carry out due
diligence checks on suppliers, while big
manufacturers will have to disclose how
they plan to monitor their sources.
The aim is to stop the financing of
armed groups and human rights abuses
through trade in minerals from conflict
areas. It will apply to all conflict-affected
and high-risk areas in the world, including
the Democratic Republic of the Congo
and the Great Lakes region of Africa.
As to how this will play out for CFOs
in the EU next year, the commission

estimates that mandatory reporting will
affect roughly 1,000 out of a total 7,959
EU listed companies and potentially
800,000 downstream companies – mainly
SMEs – and cost €8.4bn initially, and then
€1.7bn annually.
While these numbers may be
staggering in themselves, the real
potential extent of conflict minerals
disclosure in the EU can be best
estimated by taking the US as an
example. For the reporting year 2015,
1,220 US issuers had filed conflict mineral
disclosure statements by 25 October
2016, with 1,012 of them submitting a
specialised disclosure or conflict minerals
report. According to a recent study by
Development International, the affected
industries in the US had a combined
revenue of US$9.7 trillion – just over half

of US gross domestic product, which was
US$17.9 trillion in 2015.
The same study concludes that even if
only a minority of the world’s companies
practise conflict minerals due diligence,
that will exert a perceivable impact on
the trade in 3TG. The most affected
sector worldwide will be manufacturing –
producers of semiconductors and related
devices in particular. In terms of US filers,
those exerting the biggest impact on
3TG suppliers to date have been Apple,
General Motors, Honda Motor, HP, China
Mobile, Cardinal Health and Microsoft.
So what are the major takeaways from
three years of conflict minerals reporting
in the US? First, there are significant
challenges in obtaining the necessary
information for complete disclosure. For
example, 65% of US filers were unable
to determine 3TG country of origin,
while 43% were unable to identify the
downstream smelters and refinery facilities
(SORs) where the minerals originated.
Second, describing the due diligence
approach according to Organisation
of Economic Co-operation and
Development (OECD) guidelines won’t be
easy – 39% in the US didn’t comply.
EU regulation refers to the application
of OECD guidelines, which require
companies to actively engage with the
SOR of origin. Only 17% of US filers
reported that they had assessed the due
diligence processes of the SORs, only 19%
had done a spot check of the SOR, only
21% were monitoring their improvement,
and just one in four had engaged directly
with the SOR to obtain information.
Downstream suppliers were often cited as
uncooperative, and the information they
provided was regarded as unreliable.
The European Parliament and its
International Trade Committee will
vote on the final agreement early next
year. The latest US data concludes that
educating the entire 3TG supply chain
and drawing the required information
from it will prove a formidable challenge
for EU filers preparing for their first conflict
minerals report, even though the effective
date is still to be decided. ■

Accounting and Business 02/2017

INT_COM_RD.indd 20

11/01/2017 15:24

21

Alnoor Amlani | Comment

The killer roads of Africa

Statistics for road deaths in sub-Saharan Africa make sobering reading. As the region
develops, it must take action to improve the situation, says Alnoor Amlani
In 2015 there were 1.25 million
fatalities on roads around the world,
according to the Global status report
on road safety published by the
World Health Organization. Of these,
90% were in low and middle-income
countries, which account for only 54%
of the world’s registered vehicles. The
risk of a road traffic fatality is highest
in Africa, which also has the highest
proportion of pedestrian and cyclist
deaths (43% of all road traffic fatalities).
According to the report Burden of Road
Injuries in Sub-Saharan Africa, published in
2014 by the World Bank, the region has the
highest road death rate in the world.
Road injuries killed 231,000 people in
sub-Saharan Africa in 2010, accounting for
almost one-fifth of the global road death
toll. The road death rate here (27 per
100,000 people) was 40% higher than the
global average. The global road death toll
rose by 46% over the last two decades.
However, road deaths in sub-Saharan
Africa grew almost twice as fast, rising by
84%. In the developed world accident and
road deaths have declined, due to better
safety management. In Western Europe,
for example, they have fallen by 43%.
In the developing world, rapid
population growth, urbanisation and
economic development have resulted in
more pedestrians, cyclists, motorcycles
and cars (mostly in a poor state of repair),
more roads and traffic, cheap mobile
phones (often a cause of accidents), poor
enforcement of road safety laws, poor road
construction and maintenance, and often a
complete lack of appropriate signage.
It is commonplace to see drivers using
their phones while at the wheel, despite
laws against it. The police force in many
African cities is corrupt and cannot (or is
not compelled to) enforce the law. Once
in a while a prominent person dies in a
road accident and for a brief period there
is some attention to the issue, but soon
the situation returns to ‘normal’– that is,
no systematic safety management process
in place in most African cities.
What can be done to address this
situation? At a global level, the UN

Alnoor Amlani FCCA is an
independent consultant
based in East Africa
General Assembly adopted Resolution
64/255 in 2010 to establish a decade of
action for road safety. The overarching
goal of this effort is to ‘stabilise and
reduce’ road deaths by 2020. The UN has
developed guidelines and standards to
help countries achieve this aim.
However, at the regional and country
level the problem is not being addressed
properly. Attention must be drawn to
the issue of road safety, alongside (and
despite) all the other health issues – such
as infectious and childhood diseases
and maternal health – competing for
attention in the developing world. More
effort must be applied to enforcement
and the collection of statistics by police,
and the region should make use of
technology such as speed cameras,
as well as other methods, to detect

and punish offenders, with reduced
involvement of the police.
We know what works from the
experience of the developed world: better
highway infrastructure (requiring median
barriers, guard rails and traffic calming
designs), better vehicle safety (airbags,
seatbelts, child seats, crashworthiness
standards and crash avoidance
technologies), and better behaviour by
road users (achieved, for example, by
enforcement and campaigns to encourage
seat-belt and helmet use and punish drink
driving and the use of mobile phones).
As sub-Saharan Africa grows, priorities
such as access to jobs, education and
health care are likely to be the focus.
However, the region must recognise that
it has the most dangerous road network in
the world and do something about it. ■
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Drivers of change

An ACCA report on what is driving change in the public sector has resonance across all
areas of business in our interconnected world, says ACCA president Brian McEnery
As many of us gather for ACCA’s
seventh global public sector conference
in Johannesburg this month, I have
been taking a look at some of the
interesting findings of ACCA’s newly
launched analysis into the emerging
drivers of change for the public sector
(see ‘Who’s driving?’, page 36).
It’s going to be a big year for the public
sector. We are seeing movements and
reactions at a governmental level in the
US, the UK and across Europe that no one
could have predicted several years ago or
even several months ago. There are more
than 64,000 ACCA members working in
the public sector worldwide, and countless
more are influenced by it. In fact, I think
that the top three drivers identified in this
report – economic growth, availability
of global talent, and responsiveness to
change – will affect the work and decisions
of financial professionals in virtually every
business sector over the coming year.
Economic growth has certainly been a
major driver for financial professionals in
all sectors globally over the past decade
and even longer. But it is looking like
2017 will bring a new set of challenges for
financial professionals, and in particular
for those in the public sector.
India and China continue to emerge
as global economic powers, while the
US faces a presidential edict that has
been described by the Financial Times as
‘nostalgic nationalism’. Financial markets
around the world dip in and out of flux

The redesign
of the ACCA
Qualification has
kickstarted many
conversations
about the changes
the future
may bring

in response to unexpected political and
economic changes and decisions.
Professional accountants around the
world will need to understand these
changes and the impact on their company
or country. They will need to support and
influence the financial decisions that are
made during 2017 but will continue to
exert influence for many years after.
The availability of global talent is one
driver that ACCA professionals are uniquely
and especially qualified to meet. We are a
global community, and I hope to see ACCA
members leading the charge in the coming
years with their ability to move around the
world and provide broad insight into the
impact that financial decisions have on local,
national and international communities.
The third driver, responsiveness to
change, encompasses the key theme for

this column. The ability to respond quickly
and appropriately to change and disruptive
events is an obvious requirement for
business leaders, and it seems to be
one that is growing in importance as we
face unprecedented levels of volatility.
Fortunately, the ACCA community has
been facing the future head on. Last
year’s redesign of the ACCA Qualification
kickstarted many conversations about the
changes the future may bring.
I hope that this ongoing dialogue will be
helpful to you all throughout this year. There
are likely to be challenges ahead, but I am
sure that there will also be opportunities for
us to shape the way forward. ■
Brian McEnery is a partner specialising in
corporate restructuring and healthcare
consulting at BDO Ireland
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The view from

Vanitha Manickam ACCA, accountant and administrator,
Law Asia International, Singapore, and SME owner
knowledge in international taxation and
global finance restructuring strategies.
Almost all of our clients (99%) are MNCs
from outside Singapore, mainly Europe
and Asia. We provide legal advice on
restructuring, tax, litigation, arbitration
and setting up entities in Singapore.
As a financial accountant with various
experiences – imports and exports, audit,
travel and tourism, and legal services –
my role is not limited to reporting. I also
work closely with clients on finance and
tax-related queries. This has helped widen
my knowledge and experience.
I’ve always had a love for numbers. In
my mind there was no other option than
finance, commerce and economics. It’s
what my heart and mind said, I just simply
followed their rules.
I am a Sri Lankan living and working
in Singapore as a financial accountant
for the past eight years. Currently I
am with an international law firm based
in Singapore, working as an accountant
cum administrator. Before moving here
I worked for various commercial sectors
in Sri Lanka in finance and accounts. In
addition, I manage my own tour company
established in Sri Lanka in 2014, an SME
involved in inbound tours to Sri Lanka.
Being with an international law firm,
I’ve gained an immense depth of

Diverse talents
are continuously
being absorbed
because of
the successful
atmosphere in the
country

I understand that taxes are the main
criteria for any business and a key
consideration in setting up a business
anywhere in the world. In Singapore
the government has kept its tax rates
low compared to other countries, for
residents, non-residents and also for
resident and non-resident companies.
It has a progressive tax structure for
individuals and income is only taxed if
sourced from Singapore employment.
Singapore has a well-established
offshore banking system. Many of the
leading financial institutions have branches
in Singapore. Banking is very modernised
and sophisticated, and attracts investment;
there is also a robust law protecting
banking privacy and confidentiality.
Singapore is the smallest nation in
South-East Asia. It is a world-class city
for business excellence and connectivity,
with a developed infrastructure; it is also
politically stable and well known for its
open business policies.
The country is dominated by diverse
cultures. Diverse talents are continuously
being absorbed because of the successful
atmosphere in the country. The mix of
cultural experiences helps in problem
solving, enriches the office environment
and improves the work culture. I absolutely
love the multicultural environment here, it
is a wonderful experience. ■

Snapshot:
hospitality/leisure
The hospitality and leisure industry
embraces a broad spectrum, from
hotels and restaurants to travel
operators and gaming. Considerably
dependent on consumer confidence
and business sentiment, it faces
pressure to deliver innovation,
quality and value.
Millennials expect personalised
communication via multiple
platforms, seamless planning,
flawless execution and a customised
travel experience. Digitally active
consumers seek interaction
with brands on a personalised,
multichannel basis and are
harnessing social media and mobile
technology at an ever faster rate.
Businesses need to respond
with smart strategies for data use
and integration, recruitment and
retention, competitive dynamics
and risk management.
New business models are
emerging. The world’s largest
accommodation provider, Airbnb,
does not own a single hotel room.
The largest dining reservation
service, OpenTable, does not own a
single restaurant.
Key vulnerabilities include cyber
security, data theft, big data and
modern slavery. Enterprises with
multi-jurisdictional tax issues face
escalating tax enforcement initiatives.
The changing balance of
global growth, low oil prices and
geopolitical risks will determine
how the sector fares in 2017–18.
Paul Samrah, partner, Kingston Smith
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Under pressure

Research among accountants across Europe has revealed the extent to which they
come under pressure to act unethically – and how likely they are to succumb

Professional ethics has become a hot
topic in recent years, fuelled by scandals
such as Enron and the realisation by
professional bodies including ACCA
that the importance of acting ethically
needed more emphasis in professional
training. If finance professionals don’t
act in line with laws, tax rules and
accounting standards, how can business
and society at large put their trust in
financial statements or tax returns?
Recognising the interest in
professional ethics, the European
Federation of Accountants and Auditors
for SMEs (EFAA) and the Accountants
Association in Poland (SKwP) conducted
a survey among accountants in business
and practice (mainly small and mediumsized firms). They looked at how often
accountants have come under pressure to

act unethically and how they responded.
The online survey gained 662 responses
from 23 countries, with particularly strong
participation from accountants in Spain,
Germany and Poland.

Ethical dilemma
The resulting report Accounting and
Ethics: Pressure Experienced by the
Professional Accountant – written by
Marie Lang, Anna Karmanska and
Robin Jarvis – confirms that pressure
is widespread. The majority (64%) of
respondents confirmed that they had,
during their professional career, been
put under pressure to act contrary to
their professional ethics or to tax and/
or accounting legislation. Some 37% had
been the subject of such pressure on five
or more occasions.

Accountants in all types of role had
come under pressure: internal and
external auditors, tax advisers in practice
and in business, accountants in practice
and in business, bookkeepers and
external consultants. Those exerting the
pressure included clients and owners
of the business or practice, directors
or board members, line managers and
colleagues or people of similar seniority.
The actions requested typically
affected the reporting of the entity’s
performance and often its tax position.
The most common request (see box)
was for the postponement of cost and
expense recognition. This was closely
followed by pressure to manipulate
the value of inventories, and requests
to categorise personal expenses as
company expenses.
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Pressure to do what?
Postpone the recognition of costs and expenses
Manipulate the value of inventories
Treat employee, director and shareholder expenses as the company’s
Overstate expenses (accounting for fictional expenses)
Change the nature of items for accounting purposes
Non-recognition of income or sales (understatement of income)
Create excessive provisions so as to release them to profit later
Accelerate income recognition (overstating income)
Account for repairs as capital expenditure
Manipulate depreciation and amortisation
Amortise costs that should have been immediately expensed
Enable cash wages to be paid to people not registered as employees
Manipulate long-term contract measurement

When asked about potential rewards
for acting unethically or contrary to
legislation, the vast majority (88%) of
those responding said they were not
offered or given any explicit reward.
However, many felt that there was a
perceived reward in the sense of a
continuing relationship. The researchers
suggested that a lack of explicit rewards
being offered could indicate that the
pressure accountants come under is seen
as ‘normal behaviour’ in business.
Some respondents said they had
been threatened by the person exerting
pressure on them. These threats typically
involved some sort of financial loss, such
as loss of income to the practice, loss
of employment to the individual or the
termination of an ongoing relationship.

Levels of resistance
Based on the survey findings, most
accountants do not succumb to pressure:
68% (of 304 respondents) did not do as
asked. They refused to act for ethical
reasons or provided sufficiently strong
arguments to persuade those applying the
pressure that the actions they wanted were
unnecessary. The researchers identified
a number of themes in the arguments
respondents put forward, including:
their need to protect their professional
reputation
the fact that accountants are bound by
professional ethics
the requested action not being in line
with accounting rules and legislation
the idea that accounting professionals
cannot be associated with tax evasion.
Some respondents argued that the
pressure to act unethically was caused
by short-term problems that accountants
could help to resolve, enabling appropriate

*
*
*
*
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122
119
91
70
69
67
66
52
51
41
36

decisions to be taken so that the business
could be sustainable in the long term.
A significant minority (32%) did
succumb to the pressure put on them to
act contrary to their professional ethics
or legislation. Many did so because they
felt their employment and livelihood were
under theat. Some were bullied in the
workplace. The survey also revealed that,
when respondents came under pressure
to act unethically or contrary to legislation
more than once, they ultimately left their
employment. The researchers therefore

The majority
of respondents
confirmed that
they had been put
under pressure
to act contrary to
their professional
ethics
concluded that these respondents
perceived some sort of moral line that
could not continually be crossed.
Those facing difficult situations in the
workplace described a sense of feeling
alone and without support. Accountants
working in businesses felt less supported
and more distant from their professional
body than those working in professional
practices. The researchers also highlighted
the finding that respondents were more
likely to succumb to pressure when they
were acting as an employee within an
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entity rather than as an external consultant.
They therefore concluded that an
individual’s ability to put some distance
between them and the person applying
the pressure helped them to withstand it.
Just over half (51%) of respondents
said they had consulted with someone
at the time they felt under pressure.
They most often turned to a colleague,
followed by their professional body
or a manager not associated with the
issue. Although respondents generally
found consultation to be helpful, the
researchers found no link between the
act of consultation and the respondent’s
subsequent actions.
Based on this extensive European
survey, it’s clear that finance professionals
in business and in practice can expect
to come under pressure to act contrary
to ethics or legislation during their
careers. The good news is that most are
likely to withstand such pressure, even
though it can create a difficult working
environment or even the loss of a job
or client. A significant minority are likely
to succumb, however – at least the first
time pressure is exerted. The inclusion
of ethics in professional qualifications
and subsequent development activities
therefore remains vitally important,
not only to help individual finance
professionals to withstand pressure, but
also to defend the reputation of the
profession as a whole. ■
Sarah Perrin, journalist
For more information:
Read Accounting and Ethics:
Pressure Experienced by the
Professional Accountant at efaa.com
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The view from

Ida MacTier FCCA, director, SMSF assurance and advisory,
Deloitte, Australia, and keen supporter of diversity
traditional industry like finance. Different
perspectives are vital and can only make
your business stronger.
Technology has had an incredible effect
on the world. Everyone has information at
their fingertips and wants instant solutions.
I work in the Self-Managed Superannuation
Fund (SMSF) industry and I think the ability
to perform your own research and have
more control over your superannuation
investments has played a large part in the
industry’s significant growth.

Snapshot:
audit regulation
The modern auditor must be strong
enough to balance the needs of
the client and the demands of
the regulator and capital markets.
They have to walk a professional
tightrope, getting close enough
to the client to get under their
skin and really understand what is
going on, but also retaining the
detachment to ensure they adhere
to ever more complex standards.
This demands very high
personal skills, showing that you
have a client’s best interests at
heart while being robust on the
occasions when the client does not
like the message. Technology skills
are increasingly necessary, both
to ensure that back-office audit
costs are minimised and also so
that, in an increasingly risky cyber
world, key audit risks are properly
assessed and managed.
In addition, in a global economy
an ability to navigate different
cultures and business practices is a
must. Asking the same question in
four different countries and getting
four identical answers can still mean
four different fact patterns. Being
able to understand what is really
being said will differentiate the
effective auditor from the box-ticker.
Auditor in Latin means ‘he or
she who listens’. Ultimately, an
ability to observe body language
and detect what lies beneath the
words will determine your success.
Steve Maslin, audit partner, Grant
Thornton

My accounting career started straight
out of high school, as a trainee with a
mid-tier accounting firm in Scotland.
I qualified as an ACCA in 2000 and my
experience and qualifications allowed
me to continue my career in Australia.
The fundamentals of finance are the
same wherever you go. Once you’ve got
the basics and some experience, you
can transfer those skills across different
jurisdictions and industries.
I’ve twice been a finalist in Deloitte’s
Business Woman of the Year
programme. The workforce is much more
diverse now, and while there is still a lot
of room for improvement, it’s wonderful
to see more women in leadership roles.
Workplaces are seeing the benefits
of diversity, which is important for a

Technology has
had an incredible
effect on the
world. Everyone
has information
at their fingertips
and wants instant
solutions

The SMSF industry is fascinating. Every
fund is unique. We are very mindful that
it’s someone’s life savings we are dealing
with and they have put a lot of thought
into the investments they have chosen. An
important part of my role as an auditor is
helping members to safeguard their assets.
The SMSF market has grown significantly,
particularly over the last five years. It was a
fairly fragmented industry a few years ago,
but we have seen a lot of rationalisation.
Deloitte was an early mover and is now
the largest provider of SMSF audit
services in Australia. An SMSF has a
relatively small number of transactions
each year, so we view it as the perfect
testing ground for audit automation. With
continuous communication between our
audit systems and the clients’ records,
real-time auditing of transactions is
very close. I’m excited to think that the
developments we’re making in SMSF
audits have potential for Deloitte’s other
audit services in Australia and beyond.
I’ve lived in Australia for 16 years
and fell in love with the outdoor lifestyle
and the friendly people. I’ve worked with
many great leaders and have been offered
some wonderful opportunities. I’ve noticed,
particularly while at Deloitte, how Australia
embraces both the global environment
alongside a local focus on diversity in the
workplace. This is very important to me as
I’ve always enjoyed meeting people from
different backgrounds, and it makes for a
vibrant workplace. ■
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Brave new world

As Asia Pacific’s transaction advisory services environment changes, with China and
Japan flexing their muscles, corporate advisers must up their game to stay on top
Last July, Deloitte acted as lead
advisor to Beng Hui Holding, when
the Singapore-based conglomerate
sold its holding in Global EduHub, an
early childhood education provider in
Singapore. The buyer was Camsing
Global, a Chinese investment firm
particularly active in sports event
operations and marketing, which was
recently part of a Chinese consortium
that acquired the UK Premier League
football club, Hull City.
In many ways, the deal was
representative of two key trends currently
observed by advisers in South-East

‘Asia is slowing
and maturing
at the same
time and this is
a fundamental
wake-up call for
companies, both
global and local’

Asia: a divestment of non-core assets by
corporates looking to focus on their main
operations and a rise in the presence
of Chinese investors, eager to diversify
their holding in a region with promising
economic prospects.
While world economic growth
has been recovering, albeit at a slow,
uncertain pace, economists have
remained positive about the mediumterm growth prospects in South-East
Asia. ‘Given that we have a population
of more than 610 million and most of it is
still very young, with a growing middleincome group, South-East Asia as a

»
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▼ Building a future
Foreign investment will
play a vital role in the
success of Myanmar’s
infrastructure projects,
including the Asia
World Port Terminal
on the banks of the
Hlaing river

region remains an attractive investment
story and is actually getting more
attention of late,’ notes Ng Jiak See,
Singapore and Southeast Asia leader for
corporate finance advisory at Deloitte.

Metronomic growth fading
Yet at the same time many corporates in
the region have also started to realise that
the metronomic growth they have come
to expect year on year for the last 15 years
is fading away, notes Vikram Chakravarty,
Asean and Asia-Pacific leader for
transaction advisory services at EY: ‘While
our growth differential with the rest of the
world was 5% at its widest in 2007, the
growth differential has now fallen to 2%.
Asia is slowing and maturing at the same
time and this is a fundamental wake-up
call for companies, both global and local.’
‘There is ample academic evidence that
the top two or three players in any market
generally make 80% of the profit of that
entire sector with the remaining players

struggling to make significant profits,’
Chakravarty explains. ‘Our own analysis
shows that the difference in earnings
before interest and taxes between the
top quartile and the bottom quartile
is roughly 10 percentage points on an
average across 16 sectors we’ve studied,
so if you are operating in a relatively low

‘Large family-run
firms are now
realising that
certain investors
can bring more
than money’

growth environment, just doing what you
were doing slightly better from last year
won’t bring you into that top quartile;
you’ll need to make an acquisition or grow
through a joint venture to get you there.’
Ong Chao Choon, deals advisory
leader at PwC Singapore, adds that when
China and Indonesia were growing at 8%
and 5% per annum respectively, many
regional companies were more worried
about their top line than their bottom line,
but the focus has now shifted.
With this changing market
environment, more companies have
been looking to grow or recalibrate their
operations, offering plenty of deal advisory
opportunities for the Big Four accountancy
firms, which have been building their
advisory teams for some years. According
to Andrew Thompson, who heads the deal
advisory practice at KPMG in Singapore,
there are plenty of opportunities to offer
independent deal advisory in the middle
market (generally up to US$500m deals)
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The infrastructure sweet spot
In 2016 two consortiums led by China’s CITIC Group Corporation won bids to
build an industrial park and deep-sea port in the Kyaukpyu special economic
zone, one of three new economic zones in Myanmar. The consortium praised
its PwC advisory team’s ‘considerable contribution – not only to the bidding
proposals but also to other work such as making the demonstration video and
creating the bid presentation’ in helping it secure the project. PwC conducted
a macroeconomic study of the zone’s opportunities, building financial models
to assess the potential for projects, and provided detailed financial analysis to
support the bid’s decisions. It also managed the masterplans, including carrying
out detailed reviews from an urbanisation efficiency perspective, as well as driving
the creation of a viable business case for the integrated development.
The infrastructure deal was one of many recently signed in the region, with many
more in the pipeline on the back of China’s ambitious ‘One Belt, One Road’ project
that aims to build a trade and infrastructure network connecting Asia with Europe
and Africa along ancient trade routes. The project is supported by China’s US$40bn
Silk Road Fund, the US$100bn capital from the newly formed Asian Infrastructure
Investment Bank (AIIB) and backing from the New Development Bank of the BRICS
countries, with an initial capital of US$50bn, which is set to increase to US$100bn.
‘The Asian Development Bank, which is primarily backed by the Japanese, is
also very committed in continuing to invest in infrastructure,’ notes Ong Chao
Choon, deals advisory leader at PwC Singapore. ‘So all in all, the amount of
money that is going to come into the market is huge. This will help growth in the
region for the next 20 to 30 years.’

for the Big Four as investment banks have
retreated. ‘We now have over 50 M&A
bankers as part of our Singapore deal
advisory team of over 300 professionals,
which is far more than any traditional
investment bank here,’ he notes.
After a three-year decline, merger and
acquisition (M&A) activity in the region
increased by 50% year on year during Q1Q3 2016, according to the Southeast Asia
M&A Trends report by Mergermarket, with
deal-making totalling US$44.5bn during
the period. The value of M&A deals in
the first three quarters of 2016 was over
93% of the total deal value for the entire
year in 2015, and this trend is expected to
continue in 2017. Interestingly, the report
noted that companies based in SouthEast Asia tend to do more intraregional
acquisitions, a trend that saw four of the
top five deals during the period have
buyers and sellers from the region.
Chinese companies have also been
increasing their foreign investments.
According to data compiled by Dialogic,
China overtook the US for outbound M&A
volume with US$219.3bn of deals in 2016.
However, China’s spending spree may
contract in the months ahead as Chinese
authorities announced towards the end of
2016 that it was imposing new restrictions
on outbound foreign investment.
Ng says that Chinese companies have

become increasingly active in SouthEast Asia, noting that her last three
transactions involved Chinese clients.
‘Obviously they’ve been actively investing
for some time but in the last year they
have become particularly aggressive,’ she
says. In fact in 2015, according to recent
data, China was, for the first time, the top
inbound investor in South-East Asia, she
says, noting that Chinese companies have
been particularly interested in businesses
that are expected to grow in tandem with
consumer spending, ‘the like of education
[and] fast-moving consumer goods, with
strong brands, good market share and a
strong distribution network. They want to
buy the top players in these sectors.’

Much more aggressive
Ong also believes that Chinese
companies are going to become ‘much
more aggressive’ with their investment
in South-East Asia, adding: ‘What you’re
seeing now is only the tip of the iceberg
and you’re going to see a lot more.
I believe it’s going to be a big game
changer for all the players.’
He notes another important source
of capital for the region has come from
Japanese investors, ‘who have been
increasing their presence in a much
quieter way’. To meet this dual demand,
PwC has been expanding its capabilities in
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the region, creating special units within its
advisory team that focus on Japanese and
Chinese companies, respectively.
‘What’s interesting is that as well as
private equity you have the outbound
interest from investors from China and
Japan, but at the same time you also have
an increasing inbound receptiveness from
companies in the region, in particular
large family-run firms, which historically
didn’t want to bring in outside investment
but are now realising that certain investors
can bring more than money; they can also
bring value-added contacts, technology
or a valuable outside perspective that
can make their business more robust,’
Thompson points out.
Ong notes that mid-sized companies
in the region are still reluctant to pay
for outside advice. ‘They are looking for
solutions to try to do things themselves
rather than engaging consultants, quite
unlike MNCs that are more willing to
spend on consultants,’ he says. ‘The
market is not quite there yet, the penny
hasn’t dropped; but it will. Already in the
last two to three years, the whole area of
post-merger operational improvement
has been picking up. A few years ago, this
was completely unknown. Now we see a
lot more clients willing to spend money
on consultants after they’ve bought a
company to help them restructure it.’
Thomson is also seeing an increase
in companies willing to hire consultants
to work on areas such as due diligence
or deal integration. ‘There is a realisation
that if you don’t do your homework on
value creation plans and risk analysis,
you can make some extremely expensive
mistakes, so we’re seeing a significant
improvement in demand for properly
experienced advisers,’ he notes.
Deal advisers are confident that
investors’ interest in the region will remain
strong. But as Ng points out, ‘The only
concern would be that, with the economic
slowdown, companies may not be able
to show the same growth going forward,
and as valuation is a function of earning
potential, sellers’ expectations may have
to be brought down.’
Chakravarty agrees, describing the
M&A market as ‘quite frothy right now.
There is a lot of activity, but I don’t think
valuations have yet fully caught up with
the realities of today, so there will [need
to] be more thoughtful transactions in the
near future.’ ■
Sonia Kolesnikov-Jessop, journalist
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◄ Friending opportunity

Facebook’s Mark Zuckerberg visited
Nigeria in 2016 to learn more about
its vigorous startup community

Out of Africa

Africa’s startup ecosystem is flourishing, with a number of indigenous initiatives
tackling access to funding and other challenges to SME growth

T

echnology and internet penetration has become so
far-reaching in Africa that it is driving the startup
ecosystem, especially in the e-commerce space. Many
of the burgeoning startups are not only creating alternatives
to traditional brick and mortar stores, they are also offering
patrons a convenient and attractive shopping experience.
Examples of African e-commerce platforms include Jumia,
Konga and DealDey – the latter recently raised US$5m from
Swedish investment company Kinnevik.
Such is the upsurge in African startups that the rest of the
world is beginning to sit up and pay attention. Facebook
founder Mark Zuckerberg, for instance, made his first trip to subSaharan Africa last September, visiting Nigeria and Kenya, two
powerhouses in Africa’s startup environment. The focus of his trip
was to interact with startup communities in the two countries and
support the next generation of African tech entrepreneurs.
Zuckerberg was particularly interested in mobile money on
his visit to Nairobi and took the opportunity to visit a number of
startups doing great things. He also met and exchanged ideas
with promising developers and entrepreneurs. Before his visit,
Zuckerberg had clearly been eyeing up Africa – his foundation,
the Chan Zuckerberg Initiative, had earlier made an investment in

Andela, a New York-based startup that trains software developers
in Lagos and Nairobi. Andela’s business model is to train people
up and then send them to technology partners for a couple of
weeks. The company’s objective is to form the next generation of
developers and technology gurus, who will use their skills to support
their communities and come up with groundbreaking ideas.

A peep into the ecosystem
According to startup information portal Disrupt Africa’s African
Tech Startups Funding Report 2015, African tech startups received
more than US$185m in funding last year, with South Africa, Nigeria
and Kenya the biggest beneficiaries. The sectors that attracted the
biggest investments were solar, fintech and e-commerce.
For example, ToLet, a Nigerian startup that specialises
in classified property adverts, raised US$1.2m from Frontier
Digital Ventures, a Kuala Lumpur-based venture capital
business. The financing will help ToLet expand across Nigeria
and improve its platform. The same venture capital company
had previously invested US$500,000 in MeQasa, a Ghanaian
web-based property platform with a vision to become as big as
Zillow and Realtor in the US.
In the accounting sector, startups like Accountinghub are
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▲ Hacklab iHub

The iHub innovation centre in Nairobi,
Kenya, is a networking, mentoring and
pitching platform for tech entrepreneurs

31

► Inward investment

Nigerian e-commerce business
Jumia is funded by German tech
incubator Rocket Internet

trying to grow organically. The Nigerian company was founded
by a professional accountant with varied experience at the Big
Four and in industry. It exploits technology and cloud computing
to offer accounting and bookkeeping services to small and
medium-sized enterprises (SMEs). In only its second year of
operation, it was a Tony Elumelu Foundation prize winner.
It’s instructive to note that African startups are not just
technology and internet-based. Some ventures cater to
the unmet needs of Africans by providing innovative and
groundbreaking solutions. Their impact can be seen in
agriculture, healthcare and other areas. The reason why
technology startups are more common is simply due to the
preponderance of technology over the past two decades.
Take Chabana Farms, a startup in the agricultural sector in
Botswana that began with a poultry project and is now producing
livestock feeds locally, eliminating the need to import them from
neighbouring South Africa. A traditional sector that was not so
long ago mainly about subsistence farming is now seeing change
in the shape of innovative ideas brought about by economic
realities. Chabana Farms is achieving its mission to feed Africa by
empowering smallholder farmers, especially women. Chabana
Farms is also a Tony Elumelu prize winner.

Funding challenge
African startups face a daunting challenge in securing seed
capital and early stage funding – a source of frustration to many
entrepreneurs – as a result of the tough investment climate.
However, it has to be said that some entrepreneurs lack the
financial know-how required for raising capital. Even though they
possess the technical knowledge to get their business going,
they sometimes present very weak business plans that leave
potential investors unconvinced.
Nevertheless, there are many initiatives that are helping
to bridge the capital gap as well as the knowledge gap. For
example, Startup Africa supports entrepreneurs by making seed
investments in businesses and providing training and mentoring
to help startups to gain traction and attain sustainable and
profitable growth.
IFC, a subsidiary of the World Bank, also supports tech
startups in North Africa in the struggle to get financing. It set up
a US$10m fund managed by Wamda Capital, whose programmes
and networks help entrepreneurs achieve success, not only by
providing financing but also through mentoring.
While crowdfunding could have offered another major source
of capital, the financing model has not really gained traction
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Entrepreneurship programme
In 2015, African entrepreneur Tony Elumelu founded
the Tony Elumelu Foundation Entrepreneurship Prize, a
10-year, US$100m initiative to help African startups with
financing. Each year there are 1,000 new winners of the
prize, which consists of US$5,000 in non-returnable seed
capital funding; those able to progress their business plans
satisfactorily are eligible for a second-stage convertible loan
of another US$5,000. The foundation has so far invested
US$13m, US$10m of which has been in seed capital, and
aims to identify 10,000 startups in the course of the prize
programme. Visit the website at bit.ly/TheTEEP.

in Africa, even though it is commonplace in Europe and North
America. African countries are among the lowest performing in
the world in terms of utilising crowdfunding despite its potential
for expanding access to capital for startups. According to the
World Bank’s Crowdfunding in Emerging Markets: Lessons from
East African Startups report, the African crowdfunding market
was worth US$70m in 2015, which is less than 0.5% of global
crowdfunding activity.
Nor is access to capital the only challenge. A lack of enabling
environment and little support from governments present further
problems for SMEs. Government policies can be inconsistent
and erratic, while immature infrastructure – unreliable power
supply, inadequate roads, poor internet connectivity – especially
in sub-Saharan Africa, is a major obstacle.

Pitching platforms
The story of startups in Africa is not complete without
mentioning the various technology hubs where entrepreneurs
connect to exchange ideas and take advantage of economies
of scale by sharing resources. Over the past few years Africa has
also seen the emergence of platforms where entrepreneurs can
pitch their ideas to the world.
Kenya’s iHub allows young and aspiring entrepreneurs
to connect. The hub has helped speed up the growth of the
Kenyan startup community by allowing bright minds with
innovative and novel ideas to link up with each other. It has
been around for about six years and has largely achieved its
aim of consistently influencing technology development in the

African technology space. Meanwhile Nigeria has the CoCreation Hub, which is dedicated to accelerating the use of
technology for economic prosperity, creating jobs to grow the
Nigerian economy.
There are also pitching platforms, such as Aso Villa Demo Day
event, aptly named after Aso Rock, the seat of power in Nigeria.
The business community converges on the Aso Rock presidential
villa in Abuja once a year to listen to young entrepreneurs
pitching their thought-provoking ideas. The aim of the
Nigerian government in supporting the initiative is to stimulate
entrepreneurship, innovation and job creation. There is a strong
belief in government that establishing an enabling environment
for businesses to thrive can drive job creation.
Many creative and innovative ideas were pitched at the 2016
Aso Villa Demo Day. They included everything from a device
that monitors household power consumption in real time to a
mobile app that helps blood banks manage their records and
connect with donors. The most interesting part is that these
are authentic African ideas helping to find African solutions to
African problems.

The future
With democracy on the rise, the sociopolitical environment in
many African countries is expected to improve and job creation
to become the focal point of government policy. The role the
private sector has to play in this is not lost on governments, so
the startup scene is likely to continue to flourish in the coming
years given the number of global players that want to make
inroads into Africa.
Glimpses of this can already be seen with the Andela
example. The Chan Zuckerberg Initiative has demonstrated
that there is something interesting coming out of Africa and
that the younger generation of Africans have keyed into this by
advancing their potential through learning.
There is a vibrant and interesting space for growth in Africa
and the potential is mind-boggling. In future, there will be more
partnerships between entrepreneurs in frontier markets and
investors from all over the world. The forces of globalisation and
technology will keep disrupting the business world in the way
that mobile technology and internet penetration has affected
businesses in Africa.
The seeds that will drive innovation, job creation and
entrepreneurship in Africa are being sown right now, with the first
movers keen to establish themselves and harvest the rewards in
the not too distant future. ■
Kayode Yusuf FCCA, finance professional and journalist
For more information:
Disrupt Africa’s African Tech Startups Funding Report 2015
is at disrupt-africa.com
Read Crowdfunding in Emerging Markets: Lessons from
East African Startups at bit.ly/Crowd-EastAfrica
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Bonfire of the rupees

The Indian experiment to outlaw higher denomination bank notes will help to answer a
range of questions with global significance

A

round the world, experts in the future
▲ Heated response
be lent out to fund investment. It facilitates
of money have been captivated by
Indian protestors
tax evasion, which deprives the government of
a bold experiment in India. On
take to the streets of
funds to invest in infrastructure and education,
8 November 2016, prime minister Narendra
Mumbai in anger at
dampening productivity growth.’ What’s more,
Modi announced that from midnight the
the Modi government’s
the pervasive sense that nobody pays their
country’s largest denomination bank notes
demonetisation initiative
full share of tax becomes self-perpetuating,
would no longer be legal tender in shops.
banning 500 and 1000
encouraging more people to cheat.
Savers, he declared, would have until
rupee notes
For David Birch from electronic transaction
30 December to deposit their cash in banks or
consultancy Consult Hyperion, the Indian
be left sitting on piles of worthless printed paper.
experiment will help to answer a range of questions with global
The move has caused pandemonium, with people queuing
significance. The first is whether Modi’s approach is the most
outside banks and retailers reporting slumping sales. It will take
effective strategy. ‘On the one hand, this sudden announcement
months, even years, before it is clear whether the pain will be
gives black-market operators less time to adjust,’ he says. ‘On
worth the long-term gain. Modi’s monetary shock therapy, which
the other, it is likely to cause a far higher degree of economic
will remove notes accounting for 86% of cash in circulation, is
disruption than a transition over six months or a year,’ he admits.
intended to clamp down on corruption and tax evasion – moving
It will be several months before the full extent of the damage
the Indian economy from the shadows into the light.
is revealed by the economic data. So far there is a striking lack
‘The heavy use of cash in India has a lot of negative knock-on
of consensus over the short-term costs. While many economists
effects on the economy,’ says Shilan Shah, India analyst at Capital have shaved between 0.5 and 1 percentage points off forecasted
Economics. ‘It starves the banking system of deposits that could
GDP growth for the full fiscal year, others have been far more

»
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pessimistic, with Ambit Capital arguing that growth will slump to
just 0.5% in the second half of fiscal year 2016, which runs to the
end of March.
The wide range of forecasts is not entirely surprising given
the unprecedented nature of India’s move. ‘We have never seen
anything like this before in a fully functioning, even flourishing,
economy,’ says Birch. ‘Removing cash on this scale is something
that has historically only been attempted in nations suffering
from hyperinflation or economic collapse – such as Germany
after the Second World War or Russia after the disintegration of
the Soviet Union.’
By contrast, India has been the fastest-growing major economy
in the world over the past year. The International Monetary Fund
has India growing by 7.6% in 2016, compared with an average of
4.2% for emerging nations and 1.6% for advanced economies.
Cash-based sectors will be hardest hit. Deutsche Bank has
estimated that fast-moving consumer goods sales are down by
30%. And in a nation where many house purchases are made in
cash, the property market may be set for a slowdown, too. Shares
in listed Indian real estate firms lost close to a fifth of their value
on the day after Modi’s bombshell announcement.
The short-term harm could be magnified by the fact that
India has an under-developed mobile payments system, Birch
warns. ‘In Kenya, where so many people use M-Pesa, a mobile
cash transfer system, this kind of move would be less traumatic,’
he says. ‘In India, mobile payments have been held back by
regulation. In an ideal world, this should have been developed
first, to limit the short-term dislocation.’
Instead, India is among the most cash-reliant economies in
the world, with notes and coins in circulation equivalent to 14% of
GDP. For comparison, the average in other large economies is 5%.
Almost 80% of consumer transactions in India take place in cash.
This is a key source of vulnerability for the Indian economy.
‘This kind of cash-dependence makes it a lot easier for officials
to take bribes or for all Indians to avoid paying tax,’ says Birch.
Of course, nobody is arguing that withdrawing these notes will

enable India to catch up with most wrongdoers. Since bank
deposits in excess of 50,000 rupees (US$750) will be investigated
by the tax authorities, it is believed that some wealthy blackmarket operators are hiring poorer Indians to line up to deposit
money into their personal bank accounts to be transferred back
later. Even if this is the case, however, Birch believes that Modi’s
plan could end up tipping the balance by raising the cost of
corruption and tax evasion.
The potential gains could be considerable. Only 5.5% of India’s
earners pay income tax, and tax revenue amounts to just 16.6% of
GDP, according to the Organisation for Economic Co-operation
and Development. This is the lowest of any major developing
country and about half the collection rate of Brazil, for example.
This major handicap impedes the ability of the government to
invest in growth-enhancing infrastructure and in education.
‘The hope must be that if Modi can engender a broader sense
of trust in the fairness of the tax system it will create a virtuous
cycle in which compliance will improve,’ says Shah. ‘If this does
occur, it would provide a boost to India’s public finances, and
over the long run help supply the resources to fully modernise
the Indian economy.’ Foreign investment could also rise if the
experiment works. ‘Corruption has been the bane of India for
years and this puts off some investors,’ he says. ‘Clamping down
on this problem would be great news for the economy as a whole.’
The impact on bank liquidity is also being closely watched. In
the first 10 days after the announcement economists estimated
that bank deposits climbed by US$100bn. ‘It is too soon to say
whether this money will stay in the system, or whether it will be
taken out again in cash,’ says Shah. ‘And Indian banks have a
problem with bad debt which may make them reluctant to lend
out much more over the short term.’ However, in the long term,
if Modi’s experiment pays off, the overall health of the banking
system would be improved, and with it the potential for credit
creation and economic growth.

Potential for imitation
Such a success would be likely to inspire copycats. China’s
government has also been clamping down on corruption, and
the central bank has expressed an interest in experimenting with
digital currencies. Other nations with large informal economies,
such as Indonesia and Kenya, stand to benefit from an Indianstyle cash bonfire, says Birch.
Over the past few years India has come to be seen as an
economic success story. It is the last of BRICs (Brazil, Russia, India
and China) to retain its glow – with growth slowing in China,
while Russia and Brazil have tipped into recession. Still, sceptics
point out that much of India’s recent success has been due to
good fortune. Highly reliant on imported oil, India has benefited
from the slump in oil prices over recent years, which has helped
tame inflation, narrow the current account deficit and improve
public finances. But to fully modernise its economy, India still
needs to reform the underlying structures of its economy. Modi’s
audacious cash experiment could be part of the answer. ■
Christopher Fitzgerald and Fernando Florez, journalists
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The tax task

The tax burden isn’t just about how much money a company has to hand over to the
taxman, but also how much corporate time and effort tax compliance requires
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The EU and European free trade area
performed best in the post-filing index,
with an average seven hours to claim a
VAT refund, 15 weeks to receive it and
five hours to correct the tax return and
comply with any audit.
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According to PwC and the World
Bank’s Paying taxes 2017 survey of 190
economies, a typical medium-sized company that operates exclusively in
its domestic economy took an average of 251 hours to comply with its
tax obligations in 2015, made 25 payments, and had a total tax rate of
40.6%. Compared with the previous year’s data, the average total tax
rate in 2015 was 0.1% lower, time to comply fell by eight hours, and the
number of payments dropped by 0.8.

7 hours

to claim a VAT refund

15 weeks
to receive it

VAT’s long labour
The processes required
after filing a tax return can
represent a company’s
most complex
interactions with a tax
authority. The study’s
post-filing index
measures the time
taken to comply with
VAT, obtain a VAT
refund, comply with
any tax audit and
complete that audit.
The index reveals a
company will get a
VAT refund in 93 countries,
and be audited in 65 (17
of which will require a
comprehensive audit).
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For more information:
PwC’s Paying taxes 2017 report
is at bit.ly/pwc-tax-2017
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◄ Project funding

Economic factors will affect the availability of
funds for public projects like the expansion of the
Caltrans Bridge in San Diego County, California

Who’s driving?

The way public services are delivered is undergoing fundamental change. With its
strategic and entrepreneurial skills, the finance profession has a crucial role to play

W

e are all well accustomed now to hearing that
we are living through one of the most disruptive
and extended periods of change, but it is often
difficult to quantify exactly what that means for each of us in
our working lives.
Accountants working in the public sector across the globe
have been dealing with unprecedented levels of disruption
as demographics, economic unpredictability and political
upheaval combine to radically alter the way public services are
delivered. Some of these – such as
an ageing population – will affect the
level and type of public services that
will be needed while others – such
as economic factors – will affect the
availability of funds in the sector.
But there are other forces at work:
digital technology, together with the
blurring of the boundary between
the public and private sector as
governments explore outsourcing and
partnerships with private companies, is
also fundamentally changing the nature
of the public sector and the demands
placed on finance professionals
working within it.
In light of the extent of this change
and the many influences involved,

ACCA has recently undertaken a significant and detailed global
study to identify the major factors that are driving change in the
public sector. Its resulting report, 50 drivers of change in the
public sector, also discusses the likely timing of these drivers and
how they may shape the future.
The ultimate aim of this work is to help professional
accountants and leaders in the public sector prepare for the
future by identifying the skills and experience that will be needed
to support the delivery of excellent public services worldwide.
The study – which included 12
detailed roundtable discussions
held in 11 countries across the world
– identified the 50 most important
drivers of change across eight areas
of relevance: economy; politics
and law; society; the business of
government; science and technology;
environment, energy and resources;
the practice of accounting; and the
accountancy profession.

‘This is an
exciting time to
be an accountant
in the public
sector. It is a huge
opportunity to
shape the services
of the future’

Special delivery
Unsurprisingly given the current
environment, the level of economic
growth was ranked as the top driver
for the public sector. However, the
survey was most enlightening in the
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way it revealed the changing nature of the delivery of public
services across the globe.
This is due in part to the political environment, the report
explains, and the tendency for more public services and support
services to be outsourced: ‘The public sector is evolving to
deliver services in the most effective way within the constraints of
available public finances.’
Significantly, three of the top five drivers of change relate
to the way in which government organisations conduct their
business. Meanwhile, the availability of talent was also an
issue across the globe. ‘The public sector is often unable to
compete with the private sector for talent, so fails to attract
and retain the people it needs to help modernise public
services,’ says the report.
Emerging economies are actively encouraging their young
people to return home after studying abroad and use their
talents for the benefit of their own country, it adds, which could
prove significant in the near future. Talent shortages was rated
most highly as a driver for change by respondents in Asia Pacific
(49%) and South Asia (44%), compared to 26% in Western Europe
– probably due, says the report, to Europe’s ability to attract
talent from other regions.
The report also highlights the rise in the number of publicprivate partnerships across the globe, albeit it at varying pace.
This raises the important role professional accountants can
play in this changing landscape, in monitoring and assessing
these increasingly complex arrangements. ‘Adequate
governance arrangements in these commercial agreements
will be paramount for maintaining control and accountability
for the use of public funds,’ says the report. ‘The finance
professional in central, federal, state and local government
will need a blend of commercial acumen and entrepreneurial
skills to be able to manage these relationships effectively
and explore innovative ways of obtaining better value for
money in public services.’

Bringing skills to bear
The report outlines in detail the critical role that finance
professionals are playing in the public sector, and how
the demands placed upon them will change. ‘There is an
overwhelming case that the public sector will require more
accountants, but they will be now be required to fulfil the
growing need for accountability and transparency, as well as
providing better insights to help public-sector organisations
meet future needs,’ it says. ‘Public sector accountants are
being asked to take on a broader strategic and entrepreneurial
role – as they are now becoming the bridge between the
public and private sectors.’
The report details the skills that professional accountants will
need as the public sector becomes leaner and more citizenfocused, and makes greater use of technology and big data.
Strong technical skills will be a must, says the report, and so too
will good professional judgment in the analysis of financial and
non-financial data to create meaningful insights. ‘In a publicsector context this is even more of a challenge than elsewhere,’

Top 10 drivers of public-sector change
1. Economic growth
2. Availability of global talent
3. Responsiveness to change
4. Use of public-private programmes
5. Exploitation of big data
6. Use of non-financial information/integrated reporting
7. Stability of the global economic infrastructure
8. Cybersecurity
9. Stability of national revenue databases
10. Diversity in society and workplace

Global public sector conference
The study, 50 drivers of change in the public sector,
will be launched at ACCA’s 7th Global Public Sector
Conference in Johannesburg on 14–15 February. The
free event will feature ACCA’s public-sector research and
include discussion on the latest developments, allowing
professional accountants to anticipate how finance is
changing in the sector and how they can act to shape
the future success of their organisation. Visit bit.ly/accagps-conf for details of the event.

it continues, ‘as it is not easy to assess the impact of government
spending in a linear or strictly numerical way.’
Professional accountants will also need to ‘find their voice’,
says the report, and question processes when there is an
opportunity to make improvements: ‘As the public sector
increasingly operates in a commercial and business-like
manner, the professional accountant will need to develop a
strong understanding of how financial decisions interrelate with
strategic and operational priorities.’ Governments will need and
value accountants who have not only strong negotiating skills but
also an ability to see the big picture and take a forward-looking
approach.
Stephen Emasu, chair of ACCA’s global forum for the public
sector, sums up the challenges facing the public sector in his
foreword to the report, but also stresses the essential role that
professional accountants will play: ‘This is an exciting time to
be a professional accountant in the public sector. It is a huge
opportunity to shape the public services of the future, achieving
value for money and long-term sustainability.’ ■
Liz Fisher, journalist
For more information:
Download the ACCA report 50 drivers of change in the
public sector at bit.ly/acca-50-driv-chg-pub
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Young people
don’t realise that
their votes are
more important
than their tweets
or Facebook posts

It’s good to do good

Nobel Peace Prize winner, philanthropist and former UN secretary-general Kofi Annan
explains why he believes business cannot prosper in societies that fail

Q:

Professional accountants work across many
industries in many countries. What can they do to
influence business and political leaders to support
the UN’s sustainable development goals?
A: It is well known that you can only manage what you measure,
and as this is the job of professional accountants, it means they
have huge influence on companies’ governance.
Professional accountants should use that influence to
encourage the companies they serve to think long term and
integrate sustainable development goals into their accounting,
such as by including a natural capital account, which I have heard
is gaining ground. You should be encouraging companies to

enhance their green credentials by switching to renewables, and
to respect core labour standards and human rights.
The key message to get across is that doing good is good for
business, too. Business cannot prosper in societies that fail.
Q: In the West, there has been shock at what is perceived as
voter distrust of the ruling elites in our democracies (Brexit,
Trump, voter apathy). Are there lessons Western democracies
could learn from the work you do to strengthen electoral
systems in countries where the democratic tradition is not as
entrenched as in the West?
A: Elections with integrity are a challenge everywhere, including
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in the West. The report produced by my commission, the
Global Commission on Elections, Democracy and Security, in
2012 showed the corrosive impact of money in US politics, for
example, which undermines the legitimacy of the democratic
system in citizens’ eyes. Such perceptions partly explain the rise
of a phenomenon like the success of Donald Trump.
I think that in the West, many citizens, especially younger
citizens, take their freedoms and institutions for granted and
focus on their frustrations with their governments’ inability to
solve pressing problems.
In countries where democracy is either non-existent or in
development, on the other hand, citizens crave those freedoms.
Maybe that is one lesson Western citizens can learn from those
countries: treasure what you have. Use your rights and freedoms
to effect the change you want.
It is tragic that so few young people in Western democracies
vote. They have forgotten that their ancestors fought for the right
to choose and change their leaders. They don’t realise that their
votes are more important than their tweets or Facebook posts.
Q: What is your view on the status of refugees in the modern
world? Does the modern system of nation states discriminate
against people who find life untenable in their country of birth?
A: It is true that the principle of national citizenship, associated
with rights, and the control of a country’s borders are two key
aspects of modern ‘sovereign’ nation states as they emerged in
the Westphalian order. But there has been much progress since
1648. International law now grants rights to all human beings, not
only to citizens.
The Refugee Convention of 1951 was a major breakthrough,
outlining the rights of those displaced across borders as well as
the legal obligations of states to protect them.
But the drafters of the convention had the Cold War in mind
and mainly sought to protect a few thousand dissidents from the
Communist bloc. They did not envision the mass displacements
of people we are seeing today.
I think that these flows of people are the inevitable
counterparts to the flow of capital and goods. In other words,
they too are by-products of globalisation. They cannot be
stopped, but they can and must be managed better, more
humanely, protecting migrants’ human rights whilst accepting
states’ rights to control their borders. That is what The Elders,
which I chair, have been advocating for the past two years.
Q: How important was having worked in the UN bureaucracy
to your success as UN secretary-general? Do you advocate
leaders spend time on the ‘shop floor’ of their businesses
before taking a leadership role?
A: Like any large organisation, public or private, the UN is a
complex machine. In fact it is more of a galaxy of organisations
and agencies than one machine. It is made even more complex
by the constant interplay of politics and bureaucracy and can
certainly be bewildering for a novice.
So having worked my way from the bottom of the ladder
to the top certainly helped me navigate that complexity, both
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ACCA/CA ANZ alliance boosts value
This article is one of a number we are sourcing from
ACCA’s alliance partners at Chartered Accountants
ANZ. Kofi Annan delivered the keynote address at CA
ANZ’s Annual Leadership in Government Awards, held in
November in Canberra.
The strategic alliance was agreed in June 2016 to deliver
value for members of both bodies. Benefits so far include:
Access to each other’s CPD resources, increasing the
range of learning opportunities for members on a wide
range of topics and in a variety of formats
Reach magazine, a special joint publication with insight
and articles sourced from both bodies, addressing
challenges faced by professional accountants across
the world (see page 9)
Opportunities to attend face-to-face events held by
the partner body
The combined power of two strong brands
Joint research activities.
More at accaglobal.com/alliance

*
*
*
*
*

political and bureaucratic. My intimate knowledge of the system
allowed me to get things done despite the many obstacles.
Even so, I did not always achieve what I set out to do.
Nevertheless, my personal example certainly suggests that
hands-on experience can be helpful to future leaders.
Be that as it may, one must also acknowledge that there are
moments in an organisation’s development when fresh blood
and new vision are required, which may imply that an outsider
may be better suited to the leadership role.
Q: As a former winner of the Nobel Peace Prize, do you
believe there is a mechanism the UN Security Council
could introduce that might help superpowers avoid
escalating – either deliberately or by accident – wars such as
that in Syria?
A: The Security Council should be seen as the executive
committee of the global security system set up after World War
II. Its members, and especially the Permanent 5 (P5), have a
special responsibility for international peace and security.
The P5 ought to be dissuaded from using their veto power,
which can paralyse the United Nations. The country blocking
action ought to have to explain its decision and propose an
alternative solution. It has been suggested that a veto only
becomes effective if the vetoing state has the support of two or
three other permanent members. ■
Aaron Watson, editor of Acuity magazine
This article was first published in the December 2016 issue
of Chartered Accountants ANZ’s Acuity magazine and can be
found at acuitymag.com
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What lurks beneath

With the dark web offering a home to a multitude of nefarious activities including illegal
fraudulent activity, finance professionals need to understand what they are up against

C

ompanies and the financial professionals that
work with them have many risks to worry about, but
few can seem as menacing and as alien as the socalled ‘dark web’.
The internet can be described as an iceberg: the websites
most people use regularly are the tip, but there is an entire other,
much larger world submerged below. Part of this is the dark
web, which can only be accessed through anonymous network
software and special technical skills. An example is Tor (The
Onion Router), which was developed by the US Naval Research
Laboratory, released to the public in 2003 and was designed to
prevent browsing activity from being traced back to the user.
Such a protected corner of the cybersphere is especially
useful for cybercriminals. ‘Tor allows you to browse anonymously
and put up websites anonymously so that no one can tell where
those websites are physically located in the world,’ explains Joss
Wright, a research fellow at the Oxford Internet Institute, at the

UK’s University of Oxford. ‘The only way of accessing those types
of website is through the Tor browser. The “dark” part of the
dark net is you can’t tell who’s using it or running it, which makes
it a perfect setting for illegal activity.’
One problem for law enforcement in major economies
and corporations is that dark net servers are usually located in
developing world countries or those that are not necessarily
sympathetic to Western law enforcement, such as Russia and
China, notes Roman Sannikov, director of Eastern European
research and analysis at Flashpoint, a US-based cybersecurity firm.
‘I don’t believe there’s any liability for a country that hosts
dark net servers, other than the fact that outside countries can
exert some pressure to have the servers shut down,’ he says. ‘The
company that hosts the servers is also not necessarily responsible
for what’s on it. Obviously if they get subpoenaed, they are
supposed to comply with those and take them down, but that’s
usually the extent of it.’
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Sannikov stresses that the dark net is not explicitly malicious.
‘You’re not necessarily going to find bad people breaking the
law there,’ he says. ‘There’s certainly a lot of people, such as
researchers, on these forums that are interested in studying
various issues of internet security. But that being said, it’s a good
way of doing something that is illegal and hiding from the law.’
Expanding on this is Ken Deitz, chief security officer at
SecureWorks, a US-based information security and cybercrime
company. ‘It’s an area where people can go to get in touch with
buyers and sellers of information and goods that have been
stolen or are illegal,’ he explains. ‘It contains the marketplaces
where people go to monetise the things they’ve stolen by
committing fraud.’

Comprehensive threat assessment
As for the risks posed by the dark web to companies and public
sector organisations, EY’s Darren Desmond, assistant director
of fraud investigation and dispute services, says: ‘Organisations
should consider the dark web as a
specific, standalone risk. However, not
every organisation will have the same
risk profile and so a comprehensive
threat assessment should be conducted.
‘Handling sensitive data, particularly
as a data processor or data controller,
can make those in finance or the
accountancy profession an attractive
target for criminals seeking to use the
dark web to monetise a valuable data
asset.’ He says. ‘With the move to
“cloud computing”, the likelihood that
criminals will seek to target this type
of data also increases. Organisations
should also continue to focus on
getting the basics of security right, until
they have identified a specific threat
from a dark net site.’
But Desmond adds: ‘The perception that the threats from the
dark net are greater than those posed by the so-called “clear
net” is simply inaccurate. Whilst there are undoubtedly criminal
elements operating within the dark net, the large majority of
threats that organisations face are created and generated within
the open internet.’
Bart Parys, threat intelligence researcher at PwC, says:
‘Essentially, the dark web acts as a virtual black market and forum
used by criminals and hackers. Stolen goods, compromised
databases, valuable personal information and identity documents
– like credit cards or passports – are offered for sale on the dark
web, as well as malware and exploit kits. ‘It isn’t accessible to just
anyone, though, and its contents aren’t easy to find, as they’re not
indexed by search engines,’ Parys adds. ‘Often you have to be
invited by someone in the inner circle to access sites.
‘Even with some of the more open forums, before being able
to download or buy items you often need to first ‘prove your
worth’ to the group by posting valuable information.’

41

Be cyber-aware
Parys stresses that it’s important that accountants implement
a ‘cyber-aware’ policy. ‘Even if you have the best technology,
people are still the weakest link,’ he says. ‘Ensuring everyone in a
business knows that they play an essential part in the protection
of their and their client’s information is key. They need to know
about basic cyber hygiene principles, such as having strong
passwords, keeping software up to date and using only known
and protected wifi networks, as well as the firm implementing
tools and policies around things like access and bring-your-owndevice (BYOD).’
BYOD policies allow employees to use their devices to
access privileged company information and applications. Parys
recommends that stringent security measures accompany such
policies to prevent information falling into the wrong hands.
And this really is a good idea. People would be amazed at
what cyber criminals can monetise, Deitz says. Drugs, weapons,
human and wildlife trafficking, and child pornography are some
of the more unpleasant things that can
be found on dark net marketplaces.
But information is also highly sought
after: material such as social media
usernames and passwords, as well
as hotel and airline points, are
readily sold in addition to the more
conventional credit card information,
bank account details, social security
numbers and emails.
These forums and marketplaces
are also places where criminals can
find people to collaborate with, says a
cyber security researcher who wishes
to remain anonymous due to ongoing
cyber investigations.
‘You can find people that have
different abilities, like those who can
orchestrate phishing attacks, SMS
spamming and other various fraudulent or hacking skills, for hire.
You can put together campaigns based on what’s out there,’ the
researcher says.
When it comes to combating fraudulent schemes facilitated
by the dark net, Deitz recommends that businesses and
institutions implement key threat detection technologies and
advanced malware protection in all their systems to uncover
malevolent anomalies and act on them before they attack.
Sannikov adds that information is key to protection, and that
law enforcement authorities and governments need to better
develop their cyber investigative skills and/or work with expert
companies. ‘Especially in the high-level forums, there’s a certain
type of operational security where people won’t openly reveal
what they have,’ he says. ‘It’s done through trust circles of people
who have worked together, know each other or have previously
communicated. This is where companies like ours come in.’ ■

‘Handling
sensitive data can
make those in
the accountancy
profession an
attractive target
for criminals’

Mandy Kovacs and Andrew Burnyeat, journalists
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A state of mind

The application of professional scepticism isn’t something that can be observed. The
solution lies in a better understanding of psychology and, in particular, cognitive bias

B

y the nature of the work, auditors need to be sceptical.
No independent auditor can or should accept at face
value everything they are told. Professional scepticism
– defined in International Auditing Standards as ‘an attitude
that includes a questioning mind, being alert to conditions
that may indicate a possible misstatement due to error or
fraud, and a critical assessment of evidence’ – is at the very
foundation of the audit profession.
Yet in recent years incidences of regulators questioning auditors’
professional scepticism have increased. Take this comment from
the Australian Securities and Investment Commission in 2014: ‘Our
reviews of audit files showed, in our view, insufficient professional
scepticism was applied, particularly in relation to fair value
measurement, impairment testing, and going concern assessments.
In particular, we found examples where
auditors appeared to have: (a) been
over-reliant on, or readily accepted,
the explanations and representations
of the management of audited entities
without challenging matters such as key
underlying assumptions; or (b) sought
out evidence to corroborate estimates
or treatments rather than appropriately
challenging them.’
This is not the only example;
regulators around the world are
arguing that a lack of professional
scepticism among auditors is a major
issue in audit quality. If auditors were
more sceptical, they reason, more
misstatements would be uncovered.
But is that really the case? A

soon-to-be-released ACCA report looks closely at the issue of
professional scepticism, and its conclusions are fascinating.
The problem for the audit profession in trying to defend itself,
the report points out, is that professional scepticism is a state
of mind that cannot be directly observed. The sceptical state
of mind feeds into the judgments that an auditor makes, which
drive the auditor’s actions, which the auditor then documents.
And audit oversight bodies tend to give a lot of weight to
documented evidence – in which scepticism is invisible.

Cognitive bias
ACCA believes that the solution lies in a better understanding of
psychology and, in particular, research into cognitive bias carried
out by Amos Tversky and Daniel Kahneman. ‘The literature on

‘A regulatory
process that does
not take account
of the psychology
of decisionmaking cannot
be as effective as
one that does’
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Cognitive biases in the audit process

*
*
*
*
*
*
*
*
*
*
*
*

Hindsight bias – overestimating your ability to predict
something that has now happened
Outcome bias – judging the value of an action based
on its outcome, rather than its value at the time
Confirmation bias – prioritising evidence that confirms
your own beliefs
Anchoring bias – valuing the first piece of evidence
over subsequent evidence
Availability heuristic – overestimating the importance of
information that is available to you
Groupthink – when groups coalesce over an idea rather
than challenge it
Overconfidence – the belief your judgment is better
than it is
Recency – overemphasising the importance of recent
information
Conjunction bias – specific circumstances are seen as
more important than general ones
Selective perception – when expectations influence
how you view the world
Stereotyping
Blind-spot bias – thinking everyone but you is biased.

ACCA’s recommendations

*
*
*
*
*
*
*
*

Articulate in application guidance how the audit
engagement team can approach planning, and review
in a way that minimises cognitive biases
Put ISA 315 and ISA 330 at the heart of the application
of professional scepticism in an audit, linking the
exercise of professional scepticism to risk assessment
Review the use of ‘bias’ in auditing standards to conform
its use with how it is used in the psychology literature
Examine the impact of availability and anchoring bias
on the auditor’s collection of sufficient appropriate
evidence in ISA 500
Establish within ISQC 1 and ISA 220 how firms can
implement firm-level and engagement-level quality
control processes that reduce the impact of cognitive
biases on professional scepticism
Provide guidance to engagement teams on how to
use substantive analytical procedures in a way that
avoids bias
Consider whether the concept of ‘objectivity’ within
the Code of Ethics should recognise or try to mitigate
cognitive biases
Support auditors in understanding bias and how biases
can be mitigated through continuing professional
development and targeted training.

cognitive biases is particularly helpful in understanding how all
stakeholders in the financial reporting process use information
to make decisions in practice,’ says the report. If all parties
involved understand how cognitive bias can affect judgment,
it adds, all stakeholders can work together to improve audit
quality. ‘A system of standards and a regulatory process that
does not take account of the psychology literature on human
decision-making cannot be as effective as one that does.’
Tversky and Kahneman believed that human decision-making
is affected by a number of cognitive biases (see first box), which
have developed because they are evolutionarily beneficial;
some serve as shortcuts to decision-making (a quick, less
accurate decision is preferable to a slow, more accurate one),
some allow us to make a decision when faced with uncertainty,
and some smooth social interaction. In other words, we are all
human, even auditors. And while some biases can be limited, it
is simply not possible to eliminate cognitive bias entirely from
the audit process.
The report does discuss whether technology and computer
algorithms could reduce cognitive bias in the audit process –
for example, by testing all transactions rather than a selection
chosen by the auditor. ‘The involvement of computers does
not guarantee a lack of bias,’ it concludes. ‘Indeed, it may
codify bias. For example, the algorithms used may themselves
introduce bias inadvertently due to the way they were coded,
or there may be cognitive biases in the ways data is acquired,
cleaned and queried, or reports interpreted.’
Instead, the report argues that better awareness of cognitive
biases among all stakeholders in the audit process could lead
to systems and processes becoming more resilient to them.
Auditors need to be aware of the extent to which they may be
subject to biases when designing and performing audit tests;
standard setters need to make sure that they do not create
systems that are susceptible to bias; preparers should aim to
prepare reports that are transparent; and audit committees
should question auditors throughout the audit to identify where
cognitive bias may exist.
There are lessons in cognitive bias for everyone in the
reporting supply chain. The report makes recommendations
for auditors and standard setters that could integrate a better
understanding of cognitive bias into standard setting (see box). It
also highlights the concern that if regulators continue to criticise
auditors for insufficient professional scepticism when in fact their
concerns stem from their own cognitive biases, this may result
in auditors being required to undertake procedures that don’t
necessarily improve audit quality. ■
Liz Fisher, journalist
For more information:
Find the report at accaglobal.com from next month. See
also the session on professional scepticism from ACCA’s
Accounting for the Future conference at accaglobal.com/
accountingforthefuture
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Career boost

Personal power is associated with both positive and negative effects, and understanding
this can transform your work relationships, explains our talent doctor Rob Yeung

Talent doctor: power

Dr Rob Yeung is an
organisational psychologist
and coach at consultancy
Talentspace
How powerful do you feel at work?
Psychologists define power as a
person’s subjective feeling of being
in control and having influence
over others. As you might expect,
people’s feelings of power tend
to be related to their standing in
an organisation’s hierarchy. Senior
people tend to feel more powerful;
junior managers and individual
contributors, less so.
Yet there are significant differences
between individuals at an identical
level, too. In the same organisation, I
have often coached one director who
felt formidably in charge and another
who felt relatively marginalised.
Pamela Smith at the University of
Amsterdam and Yaacov Trope from

New York University have established that
powerful people tend to engage in more
abstract thinking. They excel at so-called
big-picture thinking: identifying patterns
and detecting relationships in data. Clearly,
that can be invaluable when analysing
industry trends and creating a vision and
strategy for your team or organisation.
However, there are downsides, too.
Researchers led by Kellogg School of
Management’s Adam Galinsky found
that powerful people typically empathise
less. Further data also suggests that
powerful people are often less influenced
by information that does not conform to
their own views and may be more likely to
disregard contradictory information.
If you are a powerful individual, you
may believe that you are equally as

empathetic and able to take on board
contradictory information as your more
junior colleagues. Telling yourself this
may protect your self-esteem but it
won’t make you a better leader. So
trust the research: in all likelihood,
there are other people around you
who are better at these skills. That
does not mean that you lack the ability
to empathise or that you will always fail
to consider opposing points of view.
However, you may need to make much
more of a conscious effort to consider
the thoughts and feelings of others.
For example, when you believe that
an initiative or project is right for the
organisation, be careful not to assume
that all of your colleagues agree.
Consider that silence is not always the
same as agreement. Encourage others
to speak up and point out flaws in your
thinking that you can then fix.
Seek also feedback on your
personal behaviour. People will rarely
tell more senior individuals what they
actually think unless you specifically
invite them to. Tell your colleagues that
you want to learn from your mistakes
rather than have them kowtow and tell
you that everything about you is fine.
Finally, be sure to thank people
for their candid opinions and
constructive criticism. The moment you
show any anger or even mere irritation,
you will almost certainly cut off any
future such feedback. ■

Leading skills
Watch Dr Rob Yeung
expand on these themes at bit.
ly/ACCA-Yeung10

For more information:
talentspace.co.uk
@robyeung
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Questions, questions
Job interviews are daunting
enough without having
to field awkward and
embarrassing questions from
your interviewer. So spare a
thought for the accountants
whose grilling included having
to answer whether they wear
a vest in bed and what their
favourite flower is. These are
some of the more off-the-wall
interview questions uncovered
by job site careersinaudit.com
in a survey of UK jobseekers.
One accountant was asked
how their mother would
describe them, while another
was expected to break into
song. Some questions broke
legal boundaries, with one
jobseeker being asked why they
hadn’t married and another
expected to reveal when they
were planning to have children.
The research also
uncovered some seemingly
reasonable questions that
candidates did not approve of.
These included ‘What is your
greatest weakness?’ and ‘Why
do you want to join us?’

Singapore goes soft
Singaporean finance
professionals are more likely
to secure a good role in 2017
if they have a flexible and
nimble mindset, as well as the
ability to work independently.
According to recruiter
Hays, employers’ preference
for personality and strong soft
skills are the top talent trend in
Singapore for 2017, followed
by opportunities in tech startup firms and roles that support
digital transformation. There
is also likely to be a big focus
on data analytics during the
year, which will benefit finance
professionals since they are
typically the guardians of their
organisations’ most important
data. Risk control will be
another priority.
Hays’ list of top-10 talent
trends highlights longer
hiring processes and greater
gender diversity as additional
trends to watch this year.

45

The perfect: way to say no
Refusals seldom go down well in working life, particularly when the
person on the receiving end is a boss. However, as career-limiting as
it may appear, sometimes saying no is the right course.
The problem with saying yes repeatedly is that it effectively
cheapens you. You may have fallen into the habit of saying yes
regardless of workload or any reservations about the task you’re
being asked to take on. However, saying yes simply because we
always do so, even when we suspect it isn’t the right course of
action, can lower others’ respect for us.
By saying yes while holding back on concerns that a task
is uncommercial, or worse, leaves us exposed professionally,
we’re only setting ourselves and our employers up for real pain
further down the track.
The trick is to hold back on the knee-jerk response in favour
of a more reasoned, analytical one. So instead of ‘No, because
that’s completely the wrong tack to take with that client’ or ‘But
didn’t you say in your presentation that that’s not our value add?’,
try ‘I can see why client X might want that from us, but I have some
concerns that this might lead to over-servicing’ or ‘I wonder whether
we need to involve our internal audit colleagues for their perspective on
where this positions us.’
At all costs avoid putting yourself in the frame for any more
shouldering of the burden. Putting a commercial and professional spin
on things will keep you from appearing self-serving. And self-serving
refuseniks are seldom good persuaders.

Recruitment will become more
rigorous due to organisations
becoming increasingly
cautious about hiring-related
costs. Meanwhile, companies
are specifically requesting
shortlists that include an even
number of females and males.
‘Employers are fully
prepared for the volatile
nature of the market,’ says
Lynne Roeder, managing
director of Hays in Singapore.
‘They will hire candidates who
have strong personalities, as
they can adapt easily to fastchanging market conditions.’

IT expertise appeals in Oz
Australian finance
professionals with specialised
skillsets, strong IT skills and
superior business acumen will
find themselves ahead of the
competition when it comes to
applying for jobs in 2017.
According to recruiter
Robert Half, the rise of
automation and financial
digitisation are leading to
finance professionals with

well-developed IT skills being
increasingly sought after.
Candidates who fit this profile
are therefore well placed to
negotiate good packages.
‘Finance professionals
aspiring to a higher salary
in 2017 will need to not only
possess sufficient finance
skills and qualifications, but
also encompass IT skills into
their CV, such as IT auditing,
system infiltration projects
and project planning of data
migration,’ says David Jones,
senior managing director at
Robert Half Asia Pacific. ‘In
Australia, particularly in New
South Wales, these candidates
are in short supply and will
have the leverage to negotiate
a generous package.’
Nevertheless, finance
professionals will be expected
to work hard for their money.
‘Pay rises will be awarded to
those who can better manage
an increased workload while
still delivering high results
for their company, and to
those who involve themselves

more in the company projects,
and who actively try to
make improvements where
necessary,’ Jones says.

Chinese want influence
Influencing business strategy
is the primary challenge for
most finance departments in
China, according to research
released at the end of last
year. Deloitte’s China CFO
Survey 2016 Q3 found that
the second-biggest challenge
is providing the metrics,
information and tools that
organisations need to make
sound business decisions,
while securing and retaining
finance talent came third.
More than 100 CFOs from
a range of different businesses
operating in China participated
in the research, which also
found that nearly two-fifths
(38%) had become less
optimistic about the country’s
economic prospects over the
preceding three months. ■
Sally Percy, journalist
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All change

When leading organisational change, don’t overlook the power of technology to help
you increase employee engagement and deliver the right results, says Alison Young

T

he list of trends affecting the workplace today keeps
getting longer: multiple generations in one workforce,
digital disruption of business models, big data, the
outsourcing of activities ever further up the value chain. The
list goes on. And if more evidence were needed, the leaders
of 77% of organisations say that, over the next five years,
a major objective will be to further integrate processes and
technologies on a global scale. As ACCA’s recent research
Professional accountants – the future shows, professional
accountants can’t ignore these trends. In fact, they need
to be leading the change in many of these areas. But is
traditional change actually working?
Reputable consultancies such as McKinsey and PwC, and
credible academics like John Kotter, have for some years been
pointing to a 60% to 70% failure rate of organisational change
projects. Even if those figures are exaggerated, as some
argue, that still adds up to a lot of lost investment and a lot of
wasted management time – time and resources that could have
dropped to the bottom line, or been devoted to sales or new
product development.
So what is going wrong with change and why isn’t it delivering
the results that we expect? To get some clues about what could
help increase the success rate of organisational change and
transformation, we need to look at the very trends that are
causing change to happen in the first place.
The increasing number of millennials in the workplace have
different expectations from previous generations; they demand
that leaders at every level in the organisation are accountable
and transparent, and they expect
two-way communication, particularly
during periods of change. That can
be hard on leaders who fear that bad
news will be demoralising and will
send loyal employees running for the
door. After all, any change – even that
based around ‘good news’, such as
market expansion or new strategic
opportunities – carries within it the
seeds of disruption. This could mean a
different job, a different location, a new
boss, new work processes or a shifting
organisational culture.
Any type of change means a step
into the unknown. It’s part of the
human condition to want to be in
control of one’s destiny. If the change

journey is the organisational equivalent of putting a blindfold on
people and asking them to ‘follow my leader’ across unsure and
rugged terrain to an uncertain destination, it’s not going to be a
good experience.
The path of the leader is different. While it’s true that they
may be as uncertain about parts of the journey as the people
they lead, they are at least in relative control, so their emotional
state will be different. This makes it challenging for them to
appreciate just how powerless others can feel during change.

Two-way dialogue
The goal therefore is to help employees become part of the
change and not just the passive recipients of it – finding genuine
ways to make sure people feel connected to what’s going
on, are clear about their role in the change process and able
to contribute ideas. There is nothing more demotivating for
employees than not being able to have input into a solution that
they will have to implement, knowing that it won’t work. In short,
having a two-way dialogue about the changes taking place will
increase employee engagement and potentially speed up the
implementation of the changes, improving their sustainability
over time. Even when the context is confidential, any kind of
involvement from employees will make a positive difference to
the ‘return on investment’ of change.
Because of this, no matter what their technical expertise,
leaders need to be great communicators, authentic and
transparent in their messaging, and prepared to listen. It’s not
enough simply to broadcast the change messages. Instead,
they need to listen and respond to
the fears and anxieties voiced by their
people. And with the rise of technology
generally in organisations, and social
media specifically, leaders need to be
active participants in online discussions
in order to engage directly with people
on the issues that matter.
A head of finance cannot hide
behind someone in the corporate
communications team to respond
on their behalf to the comments
and questions on the intranet or the
corporate social media platform. Staff
will soon figure out that it’s not the
finance head who’s actually posting,
and as a result, trust in that leader will
diminish – a trust that will be hard to

There is
nothing more
demotivating for
employees than
not being able to
have input into
a solution they
know won’t work
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win back. It’s not a lot better if that leader delegates their posts
in a transparent way, because people expect their senior leaders
to be visible and authentic across a range of media.
Leaders need to keep in touch with what people are thinking
and feeling to make their communications meaningful and
useful. The annual – or even quarterly – engagement survey
just doesn’t deliver information quickly enough to leaders on
specific change issues. At best it’s a month out of date once all
the data has been analysed and interpreted. Leaders
need to react quickly (in, dare we say, as real time as
possible) when there is employee resistance; and
their response needs to be targeted precisely to
where it’s needed. Most organisations’ legacy
systems for collecting feedback on how
people are coping with change feel slow,
and are slow. That’s if they have them at all.

Insights from big data
There is surely a place for a different
approach to finding out the views of
employees on change topics. Software
can help us reach into all parts of the
organisation to gather opinion and –
just as importantly – get the insights to
leaders as quickly as possible. This ‘big
data’ can help leaders and their change
teams respond directly to the issues
that matter most to employees. Only in
this way can leaders show that they are
accountable and willing to respond.
How can we challenge the way we ‘do’
change? We have to review IT systems and
work processes to make sure they are fit for
purpose, while building in reviews of the way
we work to give people their voice to build trust
through change.
Countless studies have shown that if people don’t get
the opportunity to say what they feel and think, in ways that
are intuitive and accessible, the risk of resistance is increased.
High levels of engagement and two-way communication –
along with senior-level involvement and sponsorship – is key
to successful change. If we’re serious about increasing the
return on change investment, we need to start thinking and
acting differently. We don’t need to create another change
management methodology; we just need to make sure that
there is more consistency across the organisation, including
the use of templates and language, and that managers are
trained in how to use these. So rather than trying to reinvent
change management itself, let’s invest in how we listen better to
employees, using technology that matches their expectations
and enables us to respond quickly to overcome resistance in
authentic and powerful ways. ■
Alison Young is a consultant at change management specialist
EchoChanges; echochanges.com
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Leadership in the blood

In the first in a series looking at the leadership characteristics you are born with as against
those that can be learnt, David Parmenter looks at traits that are part of your DNA

A

key trait found in the DNA of every good leader is
integrity. This cannot be grown easily or quickly. Many
a corporate collapse has unearthed a major shortfall
in integrity and honesty. In organisations where ‘money is
worshipped’, you will find a lack of values, and behaviour
among executives and staff fit only for the jungle.
Leadership guru and former GE CEO Jack Welch was one
of the first leaders to talk about ‘candour’ – being honest
and upfront. He said it has many benefits, as it allows more
people into the conversation, generates speed, cuts costs and
encourages underperformers to reflect and move forward.
Then there is ‘loving thy neighbour as thyself’. We must
have a greater driving force than simply looking after number
one. Many great leaders exhibit a spiritual element. Author and
speaker Jan Gunnarsson says that hostmanship is the way we
make people feel welcome. He notes that the ability to be a host
is influenced by our past, both in experiences at home and with
role models. No wonder so many of us have issues here.
Humility is also a factor. This doesn’t mean you don’t use public
relations, nor that you cannot lay claim to your achievements. It
simply means that you treat other people as equals.
Welch also says it is important for a leader to have ‘positive
energy, the capacity to go-go-go with healthy vigour and an
upbeat attitude through good times and bad’. This means that
you also need the ability to energise others – to release the team
members’ positive energy ‘to take any hill’.
Welch, British explorer Ernest Shackleton, naval hero Horatio
Nelson and former British prime minister Winston Churchill were
passionate about what they wanted to achieve. Their passion
ignited the energy in the people reporting to them and attracted
like-minded individuals to their inner core.
Another leadership guru, Peter Drucker, pointed out that
many leaders are unable to appreciate success. He believed
most people brush the evidence of success aside because they
are ‘problem focused’. However, says Welch, ‘Work is too much
a part of life not to recognise moments of achievement. Grab
as many celebrations as you can. Make a big deal out of them.’

Welch was all about making business fun, realising that it is not
life or death but a game you want to win.

Crisis management
Martin Luther King summed leadership up perfectly: ‘The
ultimate measure of a man [leader] is not where he stands in
moments of comfort and convenience, but where he stands in
times of challenge and controversy.’
As Drucker said, great leaders anticipate the storm. They
know that leadership is a ‘foul-weather job’ and thus are
prepared for the crisis when it arrives. Welch handled each crisis
on the following assumptions:
The crisis will be worse than it first appears.
The bad news will come out sometime so you may as well
face the music now.
The situation will be portrayed in the worst possible light
by ‘the press’.
There will be carnage.
The organisation will survive.
Shackleton’s sense of humour was always to the fore in a crisis.
As management writer Tom Peters says about bad times, ‘I can
say with conviction and confidence that this is when it gets fun
for talented and imaginative leaders.’

*
*
*
*
*

Next steps

1. Find out more about hostmanship at hostmanship.com.
2. Email me at parmenter@waymark.co.nz for some
suggestions to make work more fun.
3. Book a leadership course as soon as possible. I still have
contacts from the course I attended over 30 years ago. ■
David Parmenter is a writer and presenter on measuring,
monitoring and managing performance
For more information:
davidparmenter.com
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The English football pundit
Gary Lineker once said,
‘Football is a simple game.
Twenty-two men chase a ball
for 90 minutes and in the
end, the Germans win.’
Yet for a simple game,
football generates more
debate and ideas
than many other
topics in society. It
can be simple and
enjoyable, but it
really is a game of
opinions. Part of
the fun is in the
discussion.
Whilst
accounting
standards
may not
lead to the
same level
of heated
debate as
the relative
merits of José
Mourinho versus
Pep Guardiola,
there are certain
topics that can get
the juices flowing. They
may not get the airtime of
some of the more high-profile
business controversies, but
they cause great discussion

A funny old game

The IASB has entered the lion’s den with papers on goodwill and
intangibles acquired in a business combination, says Adam Deller

amongst those of us who are
unashamed to have favourite
accounting standards.
One such topic
is the accounting
treatment
for goodwill.
Ever since the
Ever since the
introduction of
introduction of
IFRS 3, Business
IFRS 3, accounting
Combinations, it
treatment of
has been a source
goodwill has
of constant debate
and opinion.
been a source of
Following the postconstant debate
implementation
review (PIR) of the
and opinion
converged IFRS 3,
the International

Accounting Standards
Board (IASB) and Financial
Accounting Standards
Board (FASB) in the US both
have projects focusing on
goodwill and intangible
assets recognised in a
business combination.
This is one of the research
projects that the IASB will look
to develop in 2017. The IASB
has issued two staff papers
to demonstrate progress,
focusing on two main areas.

Goodwill and other
intangibles
The PIR identified concerns
that, for some intangible
assets, the requirement to
include them at fair value is
costly (because of the need
to use valuation specialists),

complex and time consuming.
Some users commented
that valuations can often
involve such subjectivity
that they do not provide
any useful information,
commonly citing customer
relationship intangible assets
and brands as problematic
areas. Conversely (and as this
is goodwill, there are always
going to be strongly opposing
views), some users support
recognising these intangible
assets separately because this
provides an insight on why
an acquisition was made and
about the primary assets/value
drivers of the acquiree

»
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Illustration of the pre-acquisition headroom (PH) approach
A company has several cash-generating units (CGUs) and acquires a new subsidiary in the
year. As the subsidiary is a supplier of components to two specific CGUs, CGU A and CGU B,
it allocates the goodwill evenly across these two CGUs.

Carrying amount of net assets at acquisition
Recoverable amount of CGU at acquisition
Pre-acquisition headroom

CGU A
$000
1,500
1,600
100

CGU B
$000
1,500
2,000
500

800
600

800
600

Allocated net assets of subsidiary at acquisition
Allocated goodwill of subsidiary at acquisition

Under the current treatment, the recoverable amount of the CGUs at acquisition would
simply show that neither is impaired, but is used for no other purpose. Under the PH
approach, it could be seen that CGU A has a PH of $100,000, while CGU B has a PH of
$500,000. This headroom will be considered in future impairment calculations.
At the date of the impairment review, let’s assume that the recoverable amounts of
the CGUs (including the allocated net assets and goodwill) decrease to $3.1m and $3.2m
respectively. We’ll assume that the carrying amounts remain unchanged at the date of the
impairment review. Under the current method, this would give the following result:

Carrying amount of net assets (including subsidiary)
Allocated goodwill
Total carrying amount

CGU A
$000
2,300
600
2,900

CGU B
$000
2,300
600
2,900

Recoverable amount of CGU

3,100

3,200

Currently, the recoverable amount of both CGUs exceed the carrying amount of the net
assets and goodwill, so no impairment would be recorded to either.
If we consider the same figures using the PH approach:

Carrying amount of net assets (including subsidiary)
Allocated goodwill
PH (not recognised as an asset)
Total carrying amount including PH

CGU A
$000
2,300
600
100
3,000

CGU B
$000
2,300
600
500
3,400

Recoverable amount of CGU

3,100

3,200

Under this treatment, CGU A would still not be impaired. CGU B would now have to record
some impairment, as the recoverable amount of $3.2m is lower than the carrying amount
plus PH of $3.4m. The PH approach shows that while the goodwill appears to be unimpaired
using the recognised net assets, this is due to the shielding effect of the pre-acquisition
headroom. Once this is included in the calculation, goodwill is impaired by $200,000.
The current suggestion is that the PH is only calculated on acquisition, and not
subsequently remeasured, unless a further subsidiary is acquired, at which point it will then
be remeasured at this date.

So, the IASB stands in the
unenviable position of taking
this forward and coming up
with progress that is costeffective and provides useful

information for the users.
Knowing (and acknowledging)
that this will almost certainly
be a foray into the game of
opinions, IASB has chosen

some key areas to look at.
Consideration has been
given to subsume some of
the intangible assets into
goodwill rather than recognise

them separately. This would
be either where reliable
measurement is difficult, or for
internally generated intangible
assets. However, it would
create a paradoxical problem:
whilst this would be consistent
with IAS 38, Intangible Assets
in the non-recognition of
internally generated intangible
assets, it would be inconsistent
with IAS 38 in the accounting
for acquired intangible assets
that are identifiable.
Whilst there is merit in the
subsuming approaches, there
appears to be little demand to
exclude other intangibles if it
would have the effect of being
rolled up into goodwill, given
the challenges that are facing
the IASB with impairment of
goodwill.
In summary, IASB staff
feel that there needs to be a
strong argument in making
changes to IFRS 3 in respect of
other intangibles, particularly
as the requirements for
intangible assets in a
business combination have
already been amended twice
since 2004.
Despite this, there
is an acknowledgement
that the guidance about
intangible assets acquired
in a business combination
could be improved, and this
is where that IASB’s focus
will be on the issue. With the
continuing development of
technology and customer
data, the IASB suggests that
some attention should be
paid to providing guidance
over customer-related
intangible assets.
As companies now keep
much more significant
information about customers,
one proposal is to refer to
this information as customer
data rather than customer
lists. In addition, the IASB
staff do not think that the
basis for recognising these
as assets should result from
whether the customer has
a contract with the entity or
not. While data protection
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laws may prohibit personal
data from being sold,
general information about
buyer preferences and
demographics may well
be more freely transferred.
If this customer data is
considered separable
rather than contractual, then
this may become significant
in recognising it separately
from goodwill.

Subsequent accounting
for goodwill

Many participants from the
PIR suggested reintroducing
amortisation of goodwill,
believing it reflects the
consumption of the resources
acquired over time. Despite
this, many respondents still
favoured an impairmentonly approach, and it is this
approach that the IASB is
largely focusing
on. Whilst mixed
amortisation
and impairment
In accounting
will be looked
for goodwill,
at, it appears
much more likely
it is likely that
that the current
the current
impairment-only
impairmentmodel will hold,
with improvements.
only model
The major
will hold, with
criticism that the
IASB is considering
improvements
is that impairment
is often recognised

too slowly and in too small
amounts, being therefore
‘too little, too late’. One
way in which the IASB is
responding to this is through
the development of a new
approach within the current
impairment-only model, called
the pre-acquisition headroom
(PH) approach.

Pre-acquisition
headroom approach
The PH approach relates
to circumstances in which
acquired goodwill is allocated
to pre-existing cash-generating
units (CGUs) of the acquirer.
Here, the concern is that the
CGU may have a recoverable
amount higher than its
carrying amount at the date
of acquisition, meaning that
when the goodwill is allocated
to the CGU, this excess (the
pre-acquisition headroom)
will effectively shield the
goodwill from impairment.
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The PH approach aims
to incorporate the PH,
measured at the acquisition
date, into the impairment
test calculation, so that this
‘sheltering effect’ is removed
(see illustration in the box).

The future
There is clearly a long way to
go on the goodwill project.
The IASB has come up with
some interesting thoughts
on how to better clarify
and improve accounting
for goodwill. Clearly it will
never be met with universal
approval, but as we know,
part of the enjoyment is in
the debate. It may not quite
be the talk of the town for
ordinary members of the
public, but for those of us with
a keen interest, there is plenty
to keep us going. ■
Adam Deller is a financial
reporting specialist and lecturer
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VAT in the UAE

The rate and starting date are known, but the introduction of VAT in the UAE will be a
leap in the dark for many businesses if they don’t prepare for it now
In a sign of growing fiscal
maturity, the United Arab
Emirates is introducing a
value added tax regime that
it hopes will raise significant
public revenue and help
diversify its income sources
away from oil revenues.
Together with several
other Gulf Cooperation
Council (GCC) countries,
the UAE is set to introduce
the new indirect tax from
1 January 2018. Estimates
suggest that in the first year
alone the tax will raise around
Dh12bn (US$3.26bn) for
government coffers, providing
an important new source of
revenue as the Gulf state
seeks to move away from an
oil-dependent economy.
The impact of the shift
to indirect taxation will be
far-reaching. Formerly taxfree shopping destinations
will be required to charge
customers the new tax,
while all businesses will
need to upgrade their
financial systems to account
for it and ensure that they
are charging the correct
amount. They will also have
to record how much they
will need to pass over to

‘It is
that

the tax authorities, and,
indeed, how much should be
reclaimed. Systems will need
to be in place to prevent the
risk of fraud – as European
businesses and tax collecting
bodies know only too well,
VAT is a tempting target for
would-be fraudsters.
In February 2016 the
UAE’s financial affairs minister
Obaid Humaid Al Tayer
announced that the state
would implement VAT at 5%
from 2018, and added that
other GCC countries would
follow suit between 2018
and 2019. However, he also
admitted that a great deal
of ‘groundwork’ would be
required before the new tax
could be implemented.
So while the UAE Ministry
of Finance is
providing general
information and
guidelines, at the
imperative
time of writing a
businesses
final directive had
yet to be released.
in the UAE
As Chas Roy-

Chowdhury, ACCA’s head of
tax, says: ‘The main problem
is that there is no legislation.’
However, this should not stop
organisations from taking
steps to ensure that they are
ready for the tax when it is
introduced in a year’s time.

Awareness-raising
DMCC (Dubai Multi
Commodities Centre) is a
government-owned free zone
that provides the necessary
physical, market and financial
infrastructure for Dubai to act
as a global commodities hub.
DMCC’s CFO Jignesh Sanghvi
ACCA says its priority for
2017 will be to ensure that it
understands the VAT framework
and specific legislation.
But it is not just the
organisation itself that will be
affected. DMCC’s 12,900+
member companies will all
need to be well informed.
‘We are currently talking to
audit firms about becoming
our preferred partners to our
members to help this process
along, as well as implementing
regular knowledge series
events to ensure everyone has
access to as much information
as possible,’ Sanghvi says.
He sets out a number of
steps that his organisation
is taking and that he

is recommending DMCC
member companies also take.
First, they should understand
the framework and legislation
when it is published. Then
they should consult with
an IT specialist to upgrade
their technology and related
requirements. This should
be done in conjunction with
an assessment of the level of
associated training needed,
particularly for using the
financial software that will
be required.
Staff within the
organisation will need
to be made aware of
the changes, while
the VAT registration
process should be
started as early as
possible. To ensure
robust compliance,
Sanghvi suggests
that internal
governance
processes should be
strengthened, and
concludes by saying
that organisations
should identify
and appoint a VAT
adviser.

use the preimplementation
time effectively
to promote their
VAT readiness’
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It will, however, not just be
a case of upgrading existing
technology or implementing
new systems. Staff will need to
be trained in the new regime.
‘At DMCC, we are currently
mapping out what is needed
in terms of enhancement,’
Sanghvi says. ‘Our IT team
is finalising our roadmap
with the support of external
experts, as required. We have
also begun the process of
raising awareness internally in
the organisation and setting
up training programmes in
2017 for the finance team.
We are being as efficient as
possible as we want to set
the standard for our 12,900+
member companies.’

Digital transformation
However, Sanghvi also sees
the move as offering a good
opportunity for organisations
to transform themselves for the
better. He explains: ‘At DMCC,
we implemented the start of a
digital transformation in early
2015. This programme took
effect across all departments.
‘Our finance team set
about changing the way
we operate. We automated
a considerable amount of
our processes, enhanced
specific functions and are now
studying the possibility of
digitising the VAT process.’
Phil Beswick, PwC’s
Middle East tax strategy and

operations director, agrees.
He says: ‘Careful upfront
consideration of the impacts
and opportunities of systems
changes will be rewarded
through a smoother VAT
implementation and
reduced risk of penalties
from non-compliance.’
To be ready for VAT,
he suggests that all
companies will need to
make changes to their
enterprise resource
planning (ERP) software
and other systems. In
addition to this baseline
requirement, technology
provides interesting
opportunities to reduce the
corporate effort required
to be fully compliant with
VAT – through the use of
automated integrity checking
of transactions against VAT
rules or reporting of accrual
impacts, for example.
Sanghvi also raises the
point that, to date, tax
planning for corporations has
been non-existent in the UAE
as corporation tax applied to
so few companies. Yet VAT is
one of the most important and
progressive fiscal reforms in
the region and its introduction
is a natural transition towards
a more stable and structured
economic policy. It is also a
clear indication of the intent
of the region’s governments
to diversify their revenue base

and reduce overdependence
on oil revenues.
But with less than 12
months to go before the
system is live, businesses
are still waiting for details.
‘We know that the rate will
be set at 5% and that it will
commence on 1 January
2018, and that registration
is mandatory for companies
with annual revenues of more
than Dh3.75m (US$1.02m),
and optional for those with
revenues between Dh1.87m
and Dh3.75m – however this
may yet be subject to change,’
says Roy-Chowdhury.
At a recent ACCA-hosted
conference in the UAE,
Roy-Chowdhury spelled out
the need for businesses to
prepare for the new system.
‘Although there are a number
of economies such as
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Malaysia that have
undergone similar
VAT implementation,
each region has different
challenges, so it is imperative
that businesses in the UAE
use the pre-implementation
time effectively to promote
VAT readiness within
their organisations.’
Given the region’s nascent
tax environment, it is perhaps
no surprise that there is a
skills shortage. Recruitment
consultancy Robert Half is
predicting strong demand for
tax specialists in the lead-up
to VAT introduction.
As Lindsay Degouve de
Nuncques, head of ACCA
Middle East, told delegates
at the ACCA conference:
‘Professional accountants are
going to be vital in supporting
the implementation and
ongoing management of such
fiscal reform.’ ■
Philip Smith, journalist
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Taken to task

The automatic exchange of financial account information for tax purposes will impose heavy
burdens on financial institutions, says Grant Thornton’s Muhammad Hassaan Bhagat ACCA

Financial institutions have
long been data facilitators
for tax administrators
around the world as well as
specialised vehicles for large
corporations to hold and
manage their undisclosed
investments outside their
country of residence/
citizenship. Structured
products that allow investors
to shield their financial
assets have made it easier
for taxpayers to keep their
funds in undisclosed offshore
tax havens and engage in
tax avoidance.
In recent times, we have
witnessed some of the world’s
best-known banks being
penalised for assisting their
clients in hiding financial
assets by means of various
structured products. Countries

have responded by designing
frameworks, setting up
technical systems and issuing
regulations to exchange
taxation information.
A prominent step in this
process was the enactment
of the Foreign Account Tax

Compliance Act (FATCA) in
the US in 2010. Another is
the creation of a common
and multilateral approach
to counter tax evasion
between various countries
by the Organisation for
Economic Co-operation and
Development
(OECD), which has
released a standard
for the automatic
Although
exchange
automatic
of financial
information in
exchange of
tax matters.

information is
inspired by FATCA
regulations,
its scope is
much wider

CAA and CRS
The OECD’s
tax information
exchange
standard consists
of a competent
authority agreement

(CAA) and a common reporting
standard (CRS).
The CRS is based on the
concepts of the US FATCA
regulations, and is likely to
result in an expansion in the
crossborder flow of personal
financial information between
countries to ensure tax
transparency. It follows the
FATCA intergovernmental
model 1, with participating
countries obliging their
financial institutions to
report information on their
account holders. Information
collected from those financial
institutions will then be passed
on by participating countries
to the tax authorities of
other participating countries
where the account holder is
tax-resident.
As tax avoidance and
evasion is a global maze,
the CRS has been designed
in a standardised way to
establish a common method
for information reporting and
due diligence, and a legal
and operational basis for
the exchange of information
among participating countries.

The implications
Automatic exchange of
information (AEoI) will have
multidimensional implications
for all financial institutions
(banks, investment firms, asset
managers, trusts, etc). It is
therefore imperative for them
to assess its potential impact
on their day-to-day operations,
as follows:
Collecting, reporting and
managing information.
A core aspect of AEoI is
collecting the required
information to identify the
residential status of account
holders for tax purposes.
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This requirement is more
complicated than it seems,
because each country
may have different criteria
to establish individual or
corporate tax-residence
status. Financial institutions
will have to collect and record
large data sets to identify
current residential status,
multiple tax residencies,
dual nationalities, place
of birth and identification
of controlling persons of
corporate account holders
resident in CRS countries. This
will require significant time
and cost investment.
Nor does obtaining the
initial information conclude
the compliance obligation.
Financial institutions will be
required to report information
to multiple tax authorities
on matters such as interest,
dividends, account balances,
sales proceeds from financial
assets, and income from
certain insurance products.
Collecting, managing and
reporting such enormous
amounts of data will be a
cumbersome task.
Managing relationships
with tax authorities. A
major concern of AEoI will
be to manage relationships
with multiple tax authorities.
Financial institutions will have
to keep abreast of member
countries’ tax regulations
and manage relationships
with multiple government
and tax authorities. This
will require a dedicated
department or team to
coordinate, liaise and respond
to queries raised by those
authorities.
Impact on IT systems. The
overriding impact of AEoI will
be on financial institutions’ IT
systems. As the basic datacapture documents evolve
(account opening forms,
anti-money laundering/know
your customer forms, etc),
so IT systems will need to be
modified to capture AEoIrelated information. Financial
institutions will have to modify

their systems to handle
multiple tax residencies and
capture associated countryspecific tax identifier for
reporting purposes.
The number of CRSreportable accounts for a
financial institution are likely
to be greater than for FATCA,
so they will be required
to procure or develop a
specialised CRS tool to meet
the reporting requirements of
multiple partner jurisdictions.
Databases will need
modification to store relevant
data and to produce reports
to suit the requirements of the
various governments and their
tax authorities.
Communication with staff
and customers. Training
of client representatives,
compliance officers, risk
management staff and other
relevant members of financial
institutions will be required
on an immediate as well as
continuous basis. Ongoing
training will be indispensable
to ensure that technical
matters and subsequent
AEoI developments are
properly understood
across entities.
Moreover, staff will
need training
to respond
effectively

to customers, as many
account holders are unlikely
to welcome the sharing of
their personal information by
financial institutions.

More than FATCA
Although AEoI is inspired by
FATCA regulations, its scope
is much wider. It may therefore
not be feasible for financial
institutions simply to upgrade
their existing FATCA systems
to deal with AEoI; instead,
significant investment will be
required in IT infrastructure and
systems. Financial institutions
will also need to invest in
flexible IT systems to ensure
they are capable of dealing
with evolving regulations and
to cater for partner jurisdictions
that subsequently sign up to
the AEoI standard.
Further, the CRS has
developed its own selfcertification documents
to cater for all partner
jurisdictions’ requirements.
The documents include data
fields, such as date of birth,
that are not captured in
FATCA forms. What’s more,
because of the multilateral
context of AEoI, financial

institutions will be required to
exchange information with all
jurisdictions where the account
holder is found to be resident
for tax purposes.
Above all, a key difference
between FATCA and AEoI
is that FATCA levies a
withholding tax on financial
institutions in countries within
the regime that do not supply
the required information –AEoI
does not.

Far-reaching impact
AEoI is emerging as one
of the most far-reaching
pieces of tax legislation
in recent times. It effects
a complex transformation
that will impose additional
time and costs and require
strong coordination between
several governments and their
respective tax authorities.
FATCA implementation
has already caused a stir, with
governments across the globe
finding themselves challenged
with the new administration
and management burden
imposed by the regulations.
While AEoI will become a
vital part of many countries’
tax regulations in the near
future, its effect will be
much more extensive than
FATCA because of the sheer
number of countries involved
in the bilateral exchange of
information. Consequently, it
is likely to take years before
AEoI regulations

are implemented
completely and inclusively. ■
Muhammad Hassaan Bhagat
ACCA is a senior consultant in
the compliance and forensics
department of Grant Thornton
in the UAE
For more information:
Read the OECD’s standard for automatic
exchange of financial account information
in tax matters at bit.ly/tax-exchange
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Technical update

A monthly roundup of the latest developments in financial reporting, audit, taxation and
legislation from the IASB, IFAC, European Union, OECD and elsewhere
European Union
VAT reforms proposed
for e-commerce
Reforms to European Union
(EU) e-commerce VAT rules
proposed by the European
Commission include a clear
declaration that VAT should
be paid in the member
state of the final consumer.
The proposals also include
creating an EU-wide portal
for online VAT payments.
For cross-border sales under
€10,000, the commission
wants VAT to be processed
in a small business’s home
country. In addition, the
commission is proposing that
member states apply the same
VAT rate to e-publications
such as e-books and online
newspapers as for their printed
equivalents. VAT compliance
expenses will be significantly
reduced by the reforms, saving
EU businesses €2.3bn a year,
the commission predicts.

Shareholders’ rights to
be strengthened
MEPs, EU ministers and the
European Commission have
agreed reforms to the EU
shareholder rights directive.
Key changes include stronger
transparency requirements
for institutional investors and
asset managers relating to
their investment policies. The
goal is to help shareholders
hold management to account
for their decisions, to ensure
that they act in a business’s
long-term interests. More at
bit.ly/EU-shareholder-rights.

New guidance for
European taxpayers
A European Taxpayers’ Code
has been released by the

European Commission, which
advises on principles, rights
and obligations that should
ideally govern relationships
between taxpayers and tax
administrations. This nonbinding EU guidance is
designed to give EU taxpayers
information on the service
quality they can expect when
dealing with a foreign EU tax
administration. Best practice
outlined in the code includes
guidance on fiscal secrecy,
courtesy, representation, the
presumption of honesty and
more. Find the code at bit.ly/
EU-tax-code.

France faces ECJ ruling
over tax refunds
The French government is
facing further legal action at
the European Court of Justice
(ECJ) from the European
Commission, which argues
that Paris is flouting an earlier
ECJ ruling on tax refunds
paid in France by companies
with subsidiaries in other EU
countries. Essentially, these are
more generous for businesses
operating in France than in
other EU member states. The
commission wants the ECJ to
rule that France has breached
its 2011 ruling, which could
lead to judges imposing daily
recurring fines on the French
government if it refuses to
reform this tax refund system.
For more on infringement
procedures, visit bit.ly/ECJFrance-tax.

EU takes action to stop
cross-border VAT fraud
The European Parliament,
EU Council of Ministers and
the European Commission
have agreed a directive on
protecting the EU’s financial

Monaco and EU to exchange tax data
The European Union (EU) Council of Ministers has approved
an agreement between the EU and the principality of
Monaco on the automatic exchange of financial account
information, designed to reduce tax evasion and improve
international compliance with the standard developed
by the Organisation for Economic Co-operation and
Development. See bit.ly/EU-Monaco-tax.

interests (the PIF directive),
which will criminalise frauds and
thefts damaging EU spending
and revenue collection. This will
mean that the European Public
Prosecutor’s Office, when
established, will be able to
fight serious cross-border VAT
fraud cases involving losses of
€10m or more. More at bit.ly/
EU-fraud-directive.

Financial services failing
to ensure diversity
A European Commission
assessment has concluded
that only one-third of credit
institutions and investment
firms in the EU have a diversity
policy and only one-fifth of
their board members are

women. Find the report at bit.
ly/EU-financial-diversity.

OECD
Taxation on rise in
high-income countries
Taxes have been going up in
the member countries of the
Organisation for Economic Cooperation and Development
(OECD), the think-tank says.
As a proportion of GDP, taxes
rose by 0.3% in 2015 to 34.5%,
if Ireland is excluded – its GDP
rose 26% that year, mainly due
to transfers of intangible assets
by multinationals. More at bit.
ly/OECD-2015-tax-data. ■
Keith Nuthall, journalist
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Sweet success

Being given a blank canvas to modernise the finance function has enabled
Elena Laktionova FCCA, CFO of Redpath Sugar in Toronto, to transform the business
Some things are bittersweet,
says Elena Laktionova
FCCA, CFO of Torontobased Redpath Sugar,
and introducing change
isn’t easy, particularly as
the new kid on the block.
However, the results are
often worth it.
Owned by US-based
ASR Group – the world’s
largest refiner of cane
sugar – Redpath Sugar
is one of the two largest
sugar suppliers in Canada.
Originating in Montreal
and now operating on the
edge of Toronto harbour in
Ontario, Redpath has been
in business for over 160
years. The company also
operates a dry blending and
packaging plant in Belleville,
Ontario. This location comanufactures major retail
brands and private-label
products such as sweetened
iced tea, hot chocolate
and other sugar-containing
products for Canadian and
export markets.
When Laktionova joined
Redpath as CFO in 2014,
the company enjoyed solid
revenues, a reliable local
market for its product,
consistent sources of supply
and a dedicated workforce.
Nothing would suggest that it
needed the type of upheaval
she would unleash.
The problem wasn’t with
the business the company
was doing; rather, legacy
thinking was preventing
the finance function from
reaching its potential as a
true business partner. ‘When
I was interviewed by the
CEO,’ says Laktionova, ‘I
asked him what sort of CFO
he was looking for. He told

me he needed a partner
who would help him run and
grow the business. In my
mind, the first thing I needed
to do was to rebuild the
finance organisation.’
Laktionova knew that
turning Redpath’s old-school
accounting department into
a modern financial services
organisation that could
drive business improvement
wouldn’t necessarily win
her popularity. However,
coming to Canada as an
immigrant from the former
Soviet Union, with virtually
no English language skills,
Laktionova wasn’t afraid
of a challenge. ‘I was used
to change in my life and
in my career,’ she says, ‘so
implementing a strategy
and process to make change
happen wasn’t foreign to me.’

as a controller in a small
private company, to creating
a finance function from
scratch in a commodities
firm, to conducting 10 major
acquisitions in a row for a
large service organisation, and
now, redesigning the finance
function for Redpath Sugar. It
has allowed me to be involved
in all aspects of business.’
The stability of the sector
that Redpath operates
in is unique. ‘You have to
remember that the sugar
industry is very steady – no
major ups or downs,’ she
explains. Redpath mainly
serves the Canadian
market, competing with
potential imports on the
basis of quality, location
and reputation. Raw sugar
is imported from South
America and input costs are
controlled by hedges and
Different hats
lean manufacturing process.
She also comments that
As a result, some employees
moving from the Soviet system have been with Redpath
of accounting in Ukraine
for 30 to 40 years. However,
to the Canadian one was a
because of the nature of the
real eye-opener. ‘Obtaining
industry, Laktionova explains,
my ACCA Qualification
people had become very
allowed me to wear several
set in their ways and were
different career hats in my
certainly not looking for
new country, from my role
innovation or disruption.
When
Laktionova joined
Redpath, the
function’s role
‘Finance needs
was to take the
to help the sales
numbers in the
system, put them
team make better
together and
decisions and
present them to
shift their efforts
the management.
However, ‘that
to more profitable
didn’t particularly
product lines or
gel with my view
of the role of
customers’
finance as a service
department,’ she

says. Finance needed, she
says, to help the sales team
make better decisions and
shift their efforts to more
profitable product lines or
customers, or to help the
production team find ways
to improve efficiencies and
reduce costs.

Getting buy-in
The first step in the process
of transforming the finance
function was to get buyin from the finance staff.
‘I needed to explain the
strategy, and show how it
would not only benefit the
business but benefit them
as well,’ Laktionova explains.
Second, she began to build
new ties between finance and
other parts of the organisation.
‘I offered the sales department
an analysis to show them
where they needed to focus
their efforts. They just loved it,’
she says.
‘Now, whenever they
have any questions in terms
of financial data or analysis,
they come to us. Instead
of just showing them the
numbers we provide a full
analysis and explanation of
any variances so they know if
they’ve missed something or
where an opportunity might
be. Finally, I needed to make
myself available and monitor
the whole project all the way
through to the end.’
The process was made
easier thanks to the CEO’s
hands-off approach, leaving
Laktionova to deliver the
changes ‘to the best of
my ability, basically giving
me carte blanche to make
the transformation’. This
included restructuring the
function to provide services

»
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Leadership: ‘The role of the
leader is not only to announce
a change or introduce a change
to people, but to stay a visible
and active participant in the
entire project.’

59

Tips

Resource allocation: ‘I usually have high expectations
of my employees in the department but I always
make sure that they have the resources they need to
do their jobs.’
Understand your business: ‘The ability to predict how
a change will impact the entire company is critical.
Work closely with other departments to build a strong
service culture, making the finance department a true
partner across the organisation.’
Reinforcement: ‘Make sure that people are
recognised through any change process. Always
be generous to praise somebody or have a reward
system in place. Always remember that people are
the main asset in the business. As long as you have
people on board, you can achieve anything you wish.’
Attract the right talent: ‘Build the right learning
culture to attract the talent you need to implement
change for the future. Industry-specific knowledge is
not essential. Look for energy and enthusiasm, and
provide the right incentives for personal growth.’
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to sales, operations, financial
reporting and taxation, as well
as supporting the auditors.
In addition, she created an
environment of continuous
improvement, requiring the
CFO ‘to fully take on a strong
leadership role’.
For Laktionova, the
next step on Redpath’s
road of continuous
improvement is the digital

transformation of finance
– in particular, streamlining
and automating financial
reporting. This would mean
a tremendous reduction in
manual reporting. ‘We’re in
the process of transferring
to SAP on the cloud,’
Laktionova says. ‘Right
now we’re downloading
data from SAP into Excel,
and then we’ll work with it.
However, when
the new project
is implemented,
reports will be
available directly
from SAP. It will
be producing the
graphical analysis
‘As soon as I
as well and will
see somebody
allow us to drill
down if we need to
energetic and
get into the lowest
ready to learn, I
level of details.’
Rebuilding the
am interested’
finance function
has, however,

also involved implementing a
human resource strategy for
the future. In the Canadian
environment, finding the
right financial management
talent is a challenge for a
number of reasons, including
the difficulty of transferring
credentials across borders.
This, combined with a long
and arduous immigration
policy, has impeded the flow
of much-needed accounting
talent into Canada.

Best available talent
Against this backdrop,
Laktionova adds, it’s very
important that you offer the
right environment to attract
the best available talent to
your company. Also, in light of
the move to a digital platform,
Redpath is gradually evolving
the finance function to a
younger group of people who
are comfortable with emerging
technologies, she explains.

‘As soon as I see
somebody energetic
and ready to learn, I am
interested,’ she says. ‘I
would rather have somebody
who is enthusiastic and will fit
in our culture and then train
them.’ To this end, Redpath
runs its own learning centre,
providing training right
through to management level.
Redpath’s stability as a
business is very attractive,
she explains, and offering an
interesting learning platform
is key. ‘While we might be a
commodity-based company,
it’s not just about making
sugar; it’s also commodity
trading, and understanding
hedging strategies. It’s a
challenging environment.’ ■
Ramona Dzinkowski is
a Canadian economist
and editor-in-chief of the
Sustainable Accounting
Review
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Global understanding

ACCA and recently formed international accountancy network Morison KSi add to global
training and recruitment agreement with collaboration and partnering MoU
ACCA has entered
into a memorandum of
understanding (MoU) with
global accountancy network
Morison KSi.
The agreement was
formalised in January at an
event at The Adelphi, ACCA’s
headquarters in London.
Morison KSi was formed in
April last year through a merger
of Morison International and
Kingston Smith International,
to become one of the top
10 largest accountancy
associations in the world, with
157 member firms and 375
offices in 84 countries.
ACCA and Morison KSi will
work together in a number
of areas, including providing
access to initiatives and services
to attract new finance and
accounting talent, running
joint events in markets of
mutual interest, identifying

► Partners and
collaborators
Liza Robbins, Morison
KSi CEO, and Helen
Brand, ACCA chief
executive

opportunities to speak at events
that are mutually beneficial, and
sharing information.
‘We’re delighted to
sign this memorandum of
understanding,’ said ACCA
chief executive Helen Brand.
‘Morison KSi’s global footprint
echoes ACCA’s, and as the

seventh largest accountancy
association in the world,
Morison KSi is a fantastic
partner for ACCA.
‘We share a commitment
to public value and to raising
standards in mature and
developing economies.
‘Our MoU will achieve this

through collaboration and
partnering in a number of
ways, including joint research,
enabling cross-regional
business development and
introducing new firms to the
Morison KSi association through
our global network of public
practices.’ ■

Call for SME research

AFA offers SG$20,000 grant for research project into how small businesses in South-East
Asia are developing and how professional accountancy bodies can help them
The ASEAN Federation of
Accountants (AFA) is calling
for proposals for research
into small and mediumsized enterprises (SMEs) in
the South-East Asia region,
and offering a grant of up to
SG$20,000 (US$14,000). ACCA
and strategic partner CA
ANZ (Chartered Accountants
Australia and New Zealand)
are co-sponsoring the research
as associate members of AFA.

The academic-style
research will focus on
establishing the definition and
characteristics of SMEs in the
region, and identifying the role
of professional accountancy
organisations in assisting them.
Andrew Smart, ACCA’s
head of emerging markets
Asia, said: ‘This is an important
project, and we are pleased
to be supporting it. We hope
that key universities, thinktanks

and policy institutes apply to
take this project forward to
offer insights about how SMEs
are developing in the ASEAN
geographic area.’
Proposals should be
submitted no later than 5pm
(Jakarta time), 23 February

2017. The successful proposal
will be announced by 22 May
2017. The term of the award
is eight months, effective
from the agreed research
start date, with the project
expected to be completed by
25 November 2017. ■
For more information:

For details on research proposals, email
afasecretariat@iaiglobal.or.id
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The power of two

Leading business schools in different countries are partnering with each other to
deliver MBA courses that offer students a uniquely global perspective
The phrase ‘two heads
are better than one’ was
coined by a chap called
John Heywood back in
1546, demonstrating
that the notion that
collaboration between
great minds can produce
better results has been
around for a very long
time. It is an idea that is
now being embraced by
many leading business
schools, which have
created alliances and
partnerships with each
other to offer the very
best education to the
highest calibre of student.

brings with it a worldclass faculty, an innovative
curriculum and a unique
perspective on the business
landscape,’ explains
Hrilina Lock, head of
Trium recruitment and
admissions at the LSE.
Six modules are taught
in five global locations –
London, California, Paris,
New York and Shanghai
– over 17 months, and
the curriculum covers
the core learning of a
global MBA, such as
finance, accounting,
marketing, executive
leadership and strategy.
The far-reaching benefits
Trium
for students include
For example, the Trium
return on investment,
Global Executive MBA is
access to worldwide
one of the world’s leading
networks, and gaining a truly
degree programmes. It is
global perspective.
jointly issued by the New
‘Students have the
York University Stern School benefit of leading faculty and
of Business, the London
speakers, who are experts
School of Economics and
in their field, and who bring
Political Science (LSE),
both academic and practical
and HEC Paris School
experience to the classroom,’
of Management.
says Lock. ‘In addition,
‘The alliance of these
students have access to
three prestigious schools
the high-profile events and
speakers that
Trium and its
partner schools
have to offer,
providing
‘Students get the
opportunity to
tap into new
opportunity to
resources and
gain insights and
knowledge.’

solutions from an
expanded network
with a global
perspective’

IE-SMU
Meanwhile,
Singapore
Management
University
(SMU) has

partnered with IE Business
School in Spain. Their
IE-SMU MBA programme
is a 50:50 partnership
incorporating the best
elements from each institution,
with tight integration
in a jointly managed
programme structure.
‘The exchange started
as a general conversation
between two business schools
that share an innovative,
entrepreneurial spirit,’ says
Lieven Demeester, associate
professor of operations
management (practice) at
SMU. ‘We discovered that we
could combine the strengths
that we have in our respective
parts of the world. The main
vehicle for our collaboration is
the IE-SMU MBA programme,

which is a joint degree
part-time MBA programme
delivered with a blended
learning methodology.’

Wharton-Insead
Likewise, the Wharton School of
the University of Pennsylvania
in the US has hooked up with
Insead in France.
‘The alliance joins the
resources of two world leaders
in management education
and creates global access
to unparalleled business
knowledge for students,
faculty and executives
worldwide,’ says Natalya
Levina, associate director of
academic affairs at Wharton.
Now celebrating its 15th year,
the alliance started in 2001 as
a collaboration between two
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schools beyond just regular
MBA exchange. It includes
faculty, executive education,
PhD and executive MBA.
Levina views it as not just
a course but ‘an opportunity
for both Wharton and
Insead MBA students to
experience different courses,
teaching methods and
classroom cultures’.

Win-win
It isn’t just the students who
benefit. These types of tie-up
provide fantastic opportunities
for business schools to learn
from each other.
Lock says the values and
strengths of each member
of the Trium programme
complement those of the
others. She explains: ‘LSE is

one of the foremost social
science universities, with
worldwide credibility for global
socio-political economics.
The LSE’s expertise in this
area pushes students to look
at things in a totally unique
way, and LSE academics from
across the globe produce
cutting-edge research
that directly influences
international and national
policy debates – a fascinating
milieu for Trium students.
‘HEC has a longestablished tradition of
training future managers
and leaders. It has earned
international acclaim for
superior programmes, which
include Trium as part of its
premium brand. Being part
of so powerful an alliance

provides the perfect showcase
for HEC Paris’s unique
expertise and experience
in the art of management
in today’s integrated
European marketplace.
‘NYU Stern is ranked
among the leading business
schools in the world for
its strength in finance and
international business. Stern
lends its strength to this
integrative programme,
which sets a new standard for
global education.’
There is also the important
issue of diversity, which can
work to the advantage
of the students and the
learning establishments
alike. In their February
2016 report, How
racially diverse schools
and classrooms can
benefit all students,
Amy Stuart Wells,
Lauren Fox and
Diana Cordova-Cobo
of Teachers College
Columbia found that those
benefits range from better
preparedness for employment
to increased engagement
in political issues. In other
words, a mix of class enriches
the academic experience
for everyone.

Different perspectives
Business schools across
the globe actively look for
candidates from a variety of
racial, ethnic, socio-economic,
academic and professional
backgrounds who may be
at different points in their
careers, and tie-ups between
the schools are an excellent
way of achieving this.
Levina says: ‘Wharton
welcomes up to 75 Insead
students per year. It brings
different perspectives to a
classroom and diversifies the
student population.’
Lock says: ‘Being exposed
to new ideas and sharing
insights with classmates and
faculty from all over the world,

63

students are able to bring
real business problems
into the classroom for
discussion, providing the
opportunity to gain insights
and solutions from an
expanded network with a
global perspective.’
Demeester agrees that
the intercontinental aspect
of the union gives students
a unique edge. He says:
‘The IE-SMU MBA students
benefit from having access
to a successful European
business school and a
successful Asian business
school at the same time.
They benefit from having
access to a larger and
more diverse group of
faculty, two career service
organisations and two
alumni networks.’

Improved networking
The advantage of
belonging to a larger
alumni network is also
picked up by Lock. ‘The
relationships that form
among Trium classmates
are one of the many
powerful long-term benefits
of the programme,’ she
says. ‘After graduation,
the global alumni network
expands dramatically, as
Trium graduates become
alumni not only of Trium,
but also of each of the
partner schools.
‘The network currently
numbers over 650 alumni
residing in over 70
countries around the world.
With senior executives and
industry leaders in their
professional fields, Trium
is truly a global influential
network. By attending
Trium, you join a lifelong
network that will continue
to provide influential
guidance and networking
opportunities at every
stage of your career.’ ■
Beth Holmes, journalist
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Help inspiration flourish

Would you be able to mentor an emerging young leader in how to turn their community
vision into reality as part of the work of youth charity Prince’s Trust International?
Building on the success of
the Prince’s Trust in the UK,
youth charity Prince’s Trust
International is looking
for mentors for its global
programme to inspire
young leaders.
Prince’s Trust International
works with governments, notfor-profit organisations and
businesses around the world
to help disadvantaged young
people gain vital skills so they
can move into education,
training or employment.
Every year the trust runs
an international leadership
programme (ILP) for 80
delegates. The mentors work
with these delegates – 25 to
35-year-olds from around the
world who want to develop
leadership skills, are interested
in global issues, and aim
to make a long-lasting and
positive impact on their
local communities.
Mentors support delegates
in preparing and delivering
their action plans so they can
effectively tackle the particular

▼ Striving for change

A group of ILP delegates in
Madaba, Jordan

issue most affecting their local
community. Mentors lead
by example, act as positive
business role models and in
turn challenge themselves
to support young people

from different backgrounds,
developing their own personal
and professional skills.
The ILP delegates first
meet up at a residential
conference held in March

Case study: meeting the climate change challenge
Sharlin Hossain understood the importance of the environment in her own country but
lacked the confidence and global context to crystallise her vision.
Her attendance at the 2015 International Leadership Programme (ILP) gave her the
platform she needed. She found the advice from other delegates and speakers invaluable,
with project visits adding focus and equipping her with the tools to undertake her plan to
raise climate change awareness among female seed producers in rural Bangladesh.
Hossain developed a live toolkit that lets seed farmers learn about climate change impact
relevant to them and climate-resilient practices. Her pilot trained 50 female seed producers,
and she has subsequently scaled up by partnering with the Bangladesh Agricultural Research
Institute (for monitoring and evaluation) and the Multimode Group (training and logistics).
Her toolkit is the first in Bangladesh to educate producers in drought, flood and heatresistant seed production techniques. It is targeted at female producers in rural areas and
offers a way, amid the threat of climate change, to raise productivity, protect livelihoods and
improve food security. It’s a significant innovation with a real impact.
‘My action plan is flourishing,’ Hossain says. ‘Participating in the ILP has given me a
platform to achieve my dream and taught me the skills to lead it.’

in Windsor in the UK for a
period of intensive training.
The conference attracts wellknown leadership trainers
and speakers, and features
skills workshops and visits
to inspirational projects in
action. During this time the
delegates develop an action
plan outlining the work they
will undertake in their local
communities, and they are
tasked with successfully
delivering their project over
the following year. Key to the
success of these goals is the
support of ILP mentors.
If you are a young leader
and would like to give
something back, enhance
your skills and expand your
network through mentoring,
or if you are interested in your
organisation getting involved
with the trust, email ruth.
ruderham@princestrust
international.org. ■
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New heads welcomed

Former business broadcaster and journalist to lead ACCA Caribbean, while new head of
ACCA Nepal comes from Gold-status Approved Learning Partner
Orin Gordon has been
appointed head of ACCA
Caribbean, replacing Brenda
Lee Tang.
Gordon was most recently
editor-in-chief of the Trinidad
and Tobago Guardian. He
previously worked for the BBC,
including as a presenter and
analyst at BBC Business News
and as head of the Caribbean
service. Prior to that, the
Guyanese national was
editor-in-chief at the Guyana
Broadcasting Corporation.
He holds an MBA from the
University of Oxford.
In his new role, Gordon
will be responsible for
continuing to promote the

ACCA Qualification as the
premier global accounting
standard, working with
partners to carry on raising
the organisation’s presence
and reputation in the region,
driving growth and increasing
value to all stakeholders.
Mark Cornell, ACCA’s
director of Europe and
the Americas, said: ‘I am
delighted to welcome Orin
as ACCA Caribbean’s country
head. I am confident that his
enthusiasm, experience and
commitment will be of great
benefit to ACCA.
‘I also want to thank Brenda
Lee Tang for the excellent way
in which she has represented

Rabin Katwal joins ACCA Nepal
Rabin Katwal has become head of ACCA Nepal, replacing
Kapila Amatya. Katwal has taught at the National College
of Accountancy for a number of years, and was its
executive director from 2011 to 2015. The institution was
the first ACCA Approved Learning Partner in Nepal to
achieve Gold status.

ACCA in the Caribbean and
wish her well for the future,
and Stephen Shields who
acted as head during the
search for a new Caribbean
country manager.’
Gordon said: ‘I’m delighted
to have been selected for
this important role, and look

forward to bringing what
ACCA does more fully to
our members, our partners
and to the Caribbean
public at large. At a time of
economic austerity, rigorous
accounting standards for
businesses have never been
more important.’ ■

Kazakhstan linkup

A memorandum of understanding between ACCA Kazakhstan and the AIFC will help to
equip the emerging economy with accounting professionals as it joins the global stage
ACCA Kazakhstan has
signed a memorandum of
understanding (MoU) with the
Astana International Financial
Centre (AIFC). The centre
aims to develop the country’s
financial services sector.
‘Creating a new generation
of internationally recognised
local professionals is the
key for the sustainable
development of AIFC and the
overall success of Kazakhstan’s
financial industry,’ said Kairat
Kelimbetov, AIFC’s governor.
Lucia Real-Martin, director
of emerging markets at ACCA,
said that the MoU highlighted
Kazakhstan’s growing value

to global business. ‘As
the country continues to
develop towards international
standards for reporting and
governance it becomes an
increasingly attractive market
for global business and
investors,’ she said.
Altyn Shakirkhanova,
head of ACCA Kazakhstan,
added that the MoU ‘offers a
further opportunity to build
an international standard
accounting and audit capacity
within Kazakhstan, and ensure
that the country is equipped
with professional specialists
who can enable business to
compete on a global scale’. ■

► Big plans

Astana International
Financial Centre will be
moving into the grounds
of the Expo-17 complex
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CPD, training and career
progression support.
ACCA Careers
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Change is the only
certainty

Corporate culture
encourages behaviour that
can support or impede
the achievement of
organisational objectives.
The challenge is finding
how to nurture a culture
that will promote behaviour
consistent with the
company’s objectives.
ACCA has launched a
culture-governance tool
to help organisations
assess their culture and
initiate change. It aligns
processes and procedures
that staff experience in their
professional lives with the
goals of the organisation.
The graphic on this page
illustrates an organisation’s
culture: the inner circle
covers corporate leadership,
the middle layer describes
governance lenses, and
the outer circle defines
organisational processes.
The tool assists with action
points and culture change.
It offers examples of the
procedures that typically
reflect corporate culture.
It sets out the alignment
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Risk-taking
and
transparency

Accountability
and trust

*

between the organisation’s
goals and culture.
It helps the alignment
between organisational

*

objectives and procedures
to be reviewed so a healthy
organisational culture can
be maintained. ■
For more information:

*

See bit.ly/ACCA-culture-tool

Closer ties in China
ACCA has formed a strategic partnership with the Shanghai
National Accounting Institute
ACCA announced at the
end of 2016 that it
had signed a strategic
partnership agreement
with the Shanghai National
Accounting Institute.
Helen Brand, chief
executive of ACCA, and Li
Kouqing, president of the
Shanghai National Accounting

Institute, formalised the
partnership at ACCA’s
London office during the
2016 meeting of ACCA’s
International Assembly.
ACCA and the Shanghai
National Accounting
Institute have been working
together for many years,
after a memorandum of

understanding was signed
in 2012.
‘I am excited to formalise
the relationship,’ said Brand.
‘We will continue to work
together on the development
of China’s accountants and
accounting industry, and
cooperate on our various
research initiatives.’ ■
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